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Executive Summary 

 

 

The search for the value of a social enterprise has been rocky, bumpy, 

disappointing and rewarding. Valuation of social companies is clearly a trending 

topic because my field research has received large worldwide attention from 

international social entrepreneurs, investors, universities and interested individuals. 

For two weeks in a row my topic was ‘most discussed’ topic in two separate 

online LinkedIn groups and was rated ‘most interesting’ in four groups.  

 

A social enterprise is different from a commercial enterprise because the 

first one has as primary goal ‘creating social value’ while the second one has a focus 

on ‘creating money value’ (profit maximisation). The social entrepreneur knows that 

to be successful a balance between social and financial value creation is important 

(also called the double/triple bottom line).  

Investors in social enterprises need to understand that when profit maximisation is 

not the focus of the social entrepreneur, it also should not be the focus of the 

investor.  

It is my belief that profit maximisation is going to be an obsolete word but still this 

research started with the word ‘value’, which is seen as the equivalent of ‘money’. 

Monetising financial results is relatively easy and straightforward but monetising 

social impact has been proven difficult, but still this is what people expect when the 

word ‘value’ is used.  

The reason for doing a valuation is the first question that needs to be answered 

by the (social) entrepreneur. Is it to value social or environmental impact? Or the 

financial returns or for knowing the market value of an organisation? 

Valuation of social enterprises is a novel subject and with this research I want to 

bring the discussion to the next level with as ultimate goal a better balance 

between social and financial aspects and that they are both represented in the total 

company value. Only when social value can be brought into the standard 

financial valuation methods and thereby showing the economic benefit to 

investors or buyers, social value creation will gain more interest. Legal regulation 

will hugely help this process. Through the discussions and interviews in this 

research some food for thought has come up for new discussions.  

The three most interesting ideas are listed below but they need much more 

discussion in a wider community: 
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? a. risk reduction of social enterprise is greater than of a commercial 

company.  
 

b. discount rates could be valued differently in social companies maybe even 

zero percent.  
 

c. social credits used in a similar way as carbon credits are currently used.  
 

In chapter 5 this is further discussed and explained. 

 

The research question for this dissertation was:  How to valuate a social 

enterprise? and that cannot be answered in one reply. 

 

1. There is no silver bullet for valuing a social enterprise. A single 

methodology that has been widely adopted throughout the social and financial 

sector that includes social value in the total financial value of an organisation 

is a myth; at least for now.  
 

 

2. The current valuation systems are kept in place by the financial world and 

because their interest is solely on economical value creation, therefore this is what 

is been calculated. Putting financial value on any organisation is relatively 

easy when there are financial figures available and a (business) plan for the future. 

Although even in calculating financial values, different people come up with different 

values even if they started with the same figures. No rules of thumb exist for social 

enterprises’ market value calculations as they do for most type of branches where 

commercial companies work.  

It seems with the current focus on money and monetising everything some would 

say ’social value has no value’. Not everything can be monetised ánd should be 

monetised. Trying to put a money value on a beautiful sunset is subjective and 

subjective value is very difficult to measure, if not in many cases impossible. 

 

3. It doesn’t mean that social organisations that not (yet) make a profit have 

no value. As long as valuation and monetisation is used in one line, the financial 

valuation methods of a social enterprise are not different than for a 

commercial enterprise. If market value is what you are after than it is set by 

what an interested purchaser or investor is willing to pay. However most purchasers 

and investors do not put value on social impact.  

Still this research indicates that a well prepared social entrepreneur might be 

able to negotiate up to 5% extra of total company value when he/she argues the 

social and financial value convincingly and with evidence.  
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? 4. Social value leads to social impact but might take a long time to 

become visible. Many inputs from different groups can have an effect on the actual 

outcome. The Social Return on Investment (SROI) model is the only model that 

monetises impact results. Nonetheless it does not add up in one number for social 

and financial value. It also does not have a place on the balance sheet or the 

profit/loss statements of an organisation. It only describes a ratio of the value that 

stakeholders of an activity or organisation experience to the total investment done.  

 

However I do believe that the road towards measuring this impact value is 

more valuable than the actual $/₤/€-amount outcome. The real value of the SROI 

model is in the process of identifying and measuring outcomes that supported the 

organisation’s mission and activities. It is a difficult exercise and without high quality 

data, any results will be based on one assumption after another. If the social sector 

is interested in creating more precise, meaningful approaches to measuring and/or 

estimating social value, foundations, investors and governments will need to invest 

in increasing the quality. 

 

5. Measuring impact is good. The question is if impact measurement is the 

responsibility of the (social) entrepreneur or the person that requests this 

information.  

Any entrepreneur should do what he/she is good at and what is good for the 

company. Collecting data to understand the successes or the failures is at the heart 

of every business. Social companies should add information that is verifying if their 

social goals are being reached. While a management information system is giving 

internal performance, social value indicators could give external feedback on 

received services or products.  
 

Positive social impact does not (yet) have influence on the total company value but 

a negative social impact will definitely influence the value.  

 
 

6. Refocusing is needed from the financial valuation of businesses to a 

blended or shared value system that includes all results created by a company. 

That includes the double/triple bottom line values such as social, environmental and 

financial value. Any enterprise needs to have a ‘blended value proposition’ 

combining revenue generation with social value generating. In that way also the 

costs that society has of cleaning up after a polluting company leaves will be on that 

company’s balance sheet.  

Leading thinkers in this field think it might be two-three decades more before an 

acceptable system has been developed.  
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In addition of the general summary of the research of valuation of social 

enterprises, Ideas at Work Cambodia was used as an example organisation to 

apply the findings. This small Cambodian social enterprise manufactures and 

distributes water pumps to the rural areas of Cambodia and is close to break-even 

point.  

 

The discount cash flow method was advised for financial valuations. The two 

business valuation web tools used and the excel sheet calculation method of a social 

investor in Cambodia indicate that the market value of Ideas at Work is currently 

between US$89,000 and US$133,000.  

 

The social impact is clearly more difficult to calculate as was predicted. Both SROI 

models used for this research give a different ratio. According to both tools Ideas at 

Work adds social value to their stakeholders of between $1.91 and $3.51 per 

invested US dollar. The difference between both SROI ratios indicates that IaW 

should consider external expertise to understand the process and value the real 

outcome of the process. Only then does the organisation have a chance to convince 

potential investors of a higher total company value. 

 

Adding social value indicators to the monthly management information system will 

give IaW more awareness on the value they create and give insights on both their 

social and their financial goals. Used as a business performance indicator it can 

assist in the direction the business is heading. 
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1. INTRODUCTION of SUBJECT 

 

 

 

A social enterprise is an organisation that applies business strategies to achieving social 

impact. The majority of the profits are not for owner and shareholders but are used within 

the company and its community. Social enterprises build a more just, sustainable world by 

applying market-based strategies to today's social problems with community impact as its 

goal. Social enterprises can be structured as a for-profit or non-profit. 

Many commercial enterprises would consider themselves to have social objectives, but 

commitment to these objectives is fundamentally motivated by the perception that such 

commitment will ultimately make the enterprise more financially valuable. Social 

enterprises differ completely; profit maximisation is not their primary goal. Often commercial 

entrepreneurs will make charitable gestures or have a social responsibility programme. 

However unless the social aim is the primary purpose of the company this is not considered 

to be social enterprise.  

Social enterprises directly address social needs through their products and services or 

through the numbers of disadvantaged people they employ. Social enterprises use earned 

revenue strategies to pursue a double or triple bottom line, which means social and 

environmental goals besides financial goals. This can be done either alone or as a significant 

part of a hybrid revenue stream that also includes charitable contributions and other 

subsidies. The triple bottom line is also described in the 3Ps: People, Planet and Profits.  

 

1.1 Objective and aim: The reason for this study 

Nowadays many non-profit or charity organisations see social enterprising as a way to 

reduce their dependence on charitable donations and grants. Our own organisation, Ideas at 

Work Cambodia included.  

The reason and the goal for this study is finding an answer on how the value of 

social companies can be calculated?  

Is this different than valuation of a commercial company? 

 

This search will be done from a perspective of the social entrepreneur, with Ideas at Work as 

an example.  

What is a Social Enterprise?   
● Primary motive: positive social 

impact, not profit maximisation 

● Business model reflects responsible 

entrepreneurship, growth for staff, 

benefits customers, community & 

environment  

● A market orientation (products or 

services) 

http://en.wikipedia.org/wiki/Organization
http://en.wikipedia.org/wiki/Business
http://en.wikipedia.org/wiki/Profit_(accounting)
http://en.wikipedia.org/wiki/Nonprofit_organization
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Social entrepreneurs, especially the ones that move from a donor dependent position to a 

more self-sustainable position, need to know their organisation’s value to analyse their 

business, social goals and progress, ánd be an equal partner to potential banks, buyers and 

investors. 

The chapters below will describe a search for answers. Not only Ideas at Work Cambodia 

wants to know its value but possibly for many more social entrepreneurs around the world 

this knowledge and understanding is potentially valuable. 

 

1.2 Problem Statement and Research Questions 

The research focus of this dissertation is to find an answer on the challenge of finding 

methods that represent the total value of a social enterprise. Gaining extra knowledge is the 

central motivation in this research and making it useful for fellow social entrepreneurs. This 

knowledge will be immediately used into the valuation exercise of Ideas at Work Cambodia. 

The problem statement: 

 How to do a valuation of a social enterprise? 

Considering that valuation of social enterprises is a fairly unknown activity that just starts to 

gain interest of social investors, the current valuation is mostly done with a sole economic 

focus, like in commercial enterprises.  

The research questions that this dissertation wants to be answered are: 

o Why is it important to do a valuation? 

o Can a social enterprise be valuated by only commercial valuation standards? 

o Is there a difference between commercial enterprise valuation and the valuation of 

a social enterprise? 

o What methods are suggested and proven? 

o What is the value of Ideas at Work Cambodia? 

My expectation is that there is indeed a difference but that might also be wishful thinking 

from the writer’s side. Valuing social impact is not incorporated in the process of commercial 

valuation. If social value has a place in the total valuation or organisations, it is unknown at 

the start of this research. 

For commercial entrepreneurs many books have been written and many companies offer 

assistance in business valuation. Most (non-profit) social entrepreneurs don’t know how and 

 
 

Non-profits Ideas at Work (IaW), a water pump manufacturer for 
the Cambodian poor, is close to financial break-even punt  

but is still partly depending on donations. 
 

IaW has the wish to become independent from donor money. 
These donations often come with requirements and rules that are 

stopping entrepreneurs from being flexible. 
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to whom to turn to. Particular non-financially trained social entrepreneurs have lack of 

understanding of their organisation’s values and focus too much on increasing social value 

only. For reasons of sustainability a wider knowledge and understanding is important. Not 

only for the social entrepreneur this knowledge is worthwhile but also for their donors and 

supporters, for their customers but also for potential investors, buyers and banks.  

This research is compiled from two parts:  

 a Literature Study (theoretical research) and  

 a Master’s Project (field research).  

The theoretical part is focusing on obtaining answers for the research questions and thereby 

setting a framework of options and possibly theoretical models.  

The Literature study questions are: 

1. Why is valuation of an organisation important?  

2. What methods of valuation exist? 

3. Are these methods of valuation used for hybrid organisations (charities/social 

companies)? 

4. Are the methods been validated? 

With these gained insights the field research will look for experiences of social entrepreneurs 

with valuation but also will look at it from a donor, bank, investors and other stakeholders’ 

perspective.  

 

1.3 Study Limitations and Assumptions 

This study has its limitations. Valuations outcomes always depend on which chair one sits on, 

in our case: the social entrepreneur. Therefore the study outcome will benefit them as it 

hopes to answer the questions from their perspective.  

The focus will be on small and medium sized social enterprises only. The assumption is that 

large charities and large social enterprises are mainly based in developed countries and they 

are in a position to hire specialised staff to do value calculations.  This study would like to 

find ways for the social entrepreneur to have a better insight of their organisation’s value. 

Researcher’s interest is mostly on social enterprises working in developing countries, 

especially charities that move from fully funded to hybrid organisations and plan in becoming 

commercial. 
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2. BACKGROUND 

 
 

2.1 Social enterprising: Brief history  

Social enterprising has a lengthy private history, but a short public one. Non-profit 

organisations have long engaged in income generation and businesses, either to supplement 

or complement their mission activities.  

In the United Kingdom (UK), cooperative groups functioned well to fund socioeconomic 

agendas as early as the mid-1800s. Beginning the 1960s, United States non-profits 

experimented with enterprising to create jobs for disadvantaged populations. Micro-credit 

organisations made their appearance in developing countries around the 1970s, at about the 

same time Community Development Corporations (CDCs) were gaining popularity in the 

United States.  

Yet it is only in the last 15 years that the name ’social enterprise’ is heard more often. The 

original use of the term ‘social enterprise’ was first applied by Freer Spreckley in 1978. The 

growing practice of social enterprise is fuelled by non-profit organisations’ search for 

sustainability, particularly in current times when support from traditional, philanthropic, and 

government sources is declining and competition for available funds is increasing. Social 

enterprising enables non-profits to expand vital services to their target group while moving 

the organisation toward self-sufficiency. Social Entrepreneurs understand that only by 

establishing independent means of financing can they can survive (Alter, 2007). 

 

2.2 Definition of social enterprise  

Many different definitions of social enterprises exist all over the world but the UK based 

Social Enterprise Coalition (SEC) gives the simplest and most clear one:  

 A business trading for a social purpose. 

The UK government is using a slightly longer definition:  

 A business with primarily social objectives whose surpluses are principally 

reinvested for that purpose. 

An useful but long definition provided by the European Union defines ‘social enterprise’ is:  

 An enterprise whose primary objective is to achieve social impact rather 

than generate profit for owners and stakeholders. It operates in the 

market through the production of goods and services in an entrepreneurial 

and innovative way, and uses surpluses mainly to be reinvested in the 

business or in the community. It is managed in an accountable and 

transparent way, in particular by involving workers, customers and 

stakeholders affected by its business activity’. 

The term Social Enterprise is more 

specific, meaning 'doing charity by doing 

trade', rather than 'doing charity while 

doing trade'.   

 

http://ec.europa.eu/social/
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The SEC adds to theirs definition some of the common characteristics that a social enterprise 

displays:  

o Enterprise Orientation - involved in producing goods or providing services to a 

market. 

o Social Aims - explicit social and/or environmental aims such as job creation, training 

or the provision of local services. Profits are principally reinvested to achieve their 

social objectives. 

o Social Ownership - autonomous organisations with governance and ownership 

structures often based on participation by stakeholder groups (users or clients, local 

community groups, employees etc.) or by trustees.  

 

2.3 Ideas at Work Cambodia  

Ideas at Work (IaW) is a social enterprise in Cambodia that will be used during this study as 

example. Since 2006 IaW produces manual rope water pumps for the people living at the 

bottom of the pyramid. To date almost 4000 pumps are sold to the poor directly and to 

charities in Cambodia assisting in total over 250,000 people daily with easy and clean water. 

IaW has simple structure and is moving towards Mintzberg’s configuration of machine 

bureaucracy (1979). Together, 13 staff produces US$130.000 of revenue (2011) which 

includes 25% donations and 75% sales revenue. From 2006-2010, IaW saw an annual 

increase of 20% and the donor involved decreased. 2011 was a slow year with a little 

decrease in earned revenue. Financially IaW is currently at 25% of breakeven point.  

Vision:   A Rovai Pump in Every Cambodian Yard.  

Mission: 1. To become Cambodia’s leading company for rope pump technology and 

other water and sanitation products. 

2. To be the best social responsible company to our staff with sustainable 

jobs, good working environment and profit sharing. 

Strategic Objective: Financial and foreign independency in 2012 and profitability from 2013 

onwards, achieved in a social responsible way. 

Business environment: In Cambodia the government has identified 

800,000 open wells and estimates that only 5% has a pump 

attached. Competition is limited as not many people market 

products for the poor. Others import pumps which are known for 

creating spare part supply chain problems in the field 

Product portfolio: 5 different types of water pumps, based on the 

same rope and piston principle: community, family, school, pond 

and raised Rovai pumps are produced from locally available 

materials in Cambodia’s capital Phnom Penh. 
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2.4 Nobel Peace Prize for a social entrepreneur 

Professor Muhammad Yunus started a research project in 1976 in his country Bangladesh to 

explore the possibility of providing banking services to the rural poor. The Grameen Bank 

Project (an institution that provides microcredit) was its result and in 2006 he and the bank 

won the Nobel Peace Prize for his work in the assisting the poor with access to credit. He has 

become the most well known social entrepreneur and promoter of social business.  

Today Grameen Bank has 20 social businesses linked to them all serving the poor such as 

telecom, renewable energy en knitwear. 

‘The future of the world lies in the hands of the market based social 

entrepreneurs. We cannot combat poverty within the orthodoxy of 

capitalism practiced today. Economic theory has not provided us with any 

alternative to this familiar model but I argue that we can create a 

powerful alternative: a social-consciousness-driven private sector, created 

by social entrepreneurs’. (Yunus-2003) 

His views and drive is motivating millions of social entrepreneurs all over the world. ‘Social 

and Business’ can go together when ‘profit maximisation’ is not the only word of importance 

within the company is his message. 

He prefers the term “Social Business’ because he finds ‘Social Entrepreneurship’ and “Social 

Enterprise’ to be too much linked to charities and non-profits.  

About charities he writes in his book ‘Banker to the Poor: Micro-Lending and the Battle 

against World Poverty’ (1999/2003): 

“When we want to help the poor, we usually offer them charity. Most 

often we use charity to avoid recognizing the problem and finding the 

solution for it. Charity becomes a way to shrug off our responsibility. But 

charity is no solution to poverty. Charity only perpetuates poverty by 

taking the initiative away from the poor. Charity allows us to go ahead 

with our own lives without worrying about the lives of the poor. Charity 

appeases our consciences.”  

 

In his latest book ‘Building Social Business (2010) he states that doing social business is all 

about joy. He even designed the seven principles of social business: 

‘One day our grandchildren will go to 

museums to see what poverty was 

like’. 

Muhammad Yunus – Grameen Bank 

Nobel Prize winner 

http://www.goodreads.com/work/quotes/1390141
http://www.goodreads.com/work/quotes/1390141
http://www.woopidoo.com/business_quotes/authors/muhammad-yunus/index.htm
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1. The business objective is to overcome poverty, or one of more problems (such as 

education, health, technology and environment) that threaten people and society, not 

to maximise profit. 

2. The company will attain financial and economic sustainability. 

3. Investors get back only their investment. No dividend is given beyond the return of 

the original investment. 

4. When the investment amount is paid back, profits stay with the company for 

expansion and improvements. 

5. The company will be environmentally conscious. 

6. The workforce get market wages with better-than-standard working conditions, 

7. Do it with joy!! 

 

‘Social business gives everybody the opportunity to participate in creating 

the kind of world we want to see …..... Citizens don’t have to leave all 

problems in the hands of the government’ (2007). 

 

‘The challenge I set before anyone who condemns private-sector business 

is this: If you are a socially conscious person, why don't you run your 

business in a way that will help achieve social objectives? (2003) 
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3. LITERATURE REVIEW 
Collecting insights 

 

 

Due to the relatively new subject of valuation of social enterprises the harvest of scientific 

articles and books is limited but secondary information from the more informal circuit such 

as social investors and foundations is compensating for this loss. Books and articles were 

referred to me by different sources. The web was most useful with links to libraries of 

universities, foundations and governments. In particular http://scholar.google.com was 

valuable to the research. Also the World Bank and a Microcredit Bank gave me access to 

documents.  

The indicative approach of this literature 

study started with the research questions 

(paragraph 1.2) and search words linked 

to the topic. Figure 1 is a figurative of 

the whole process of search and 

reporting.  

Unfortunately the combination of words 

(and their synonyms) related to the 

central question: ‘how to valuate a social 

enterprise’ did not receive a 100% score 

result in any online search machine. 

However there are many personal 

opinions to be found online and during 

the field study I will try to approach a 

few of these people for inclusion in the 

field study. 

A few universities (Harvard, Stanford, Santa Clara, Munich, Manila) and a few governments 

(mainly Scottish and the UK) have published articles on this topic but none exactly covering 

this topic. However their separate views have been valuable for the total review.  

 

3.1 Everything has value 

Everything has value to someone. Creating value is something every organisation needs to 

focus on because if a business doesn’t produce value for customers, suppliers, and owners 

on a day-to-day basis, it’s just not a business (Holton & Bates, 2009). Besides this, they 

state that a company’s value is the sum of real and tangible assets, investments but also 

ideas and talent. 

Value is what gets created when investors invest and organisations act to pursue their 

mission. ‘Market’ value is the first value that people think of. Value can be differently 

"Price is what you pay...Value 

is what you get" 

Warren Buffett, investor 

 

Figure 1: 
 From Methods and Techniques for Research, Saunders 2011 
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perceived depending on the circumstances, interpretations and role played in a transaction. 

Depending on what personal level you look at it, value can change. For example as a 

business owner or a product/service user; as a buyer or a seller; as an investor, a bank or a 

philanthropist. 

Douma (2007) confirms that the quest for viability is the main objective of any company, 

both economically and social ways. He sees social viability as the individual and societal 

acceptance of the company. 

Based on our everyday life we experience fair or unfair market value of products. We decide 

ourselves if we agree with the price enough to do a purchase. The celebrated investor 

Warren Buffett once said: “Price is what you pay. Value is what you get”. 

In the paragraphs 3.4 and 3.7 below economical and social value is looked upon in more 

detail. 

 

3.2 Why is doing a Valuation important? 

Things happen, in business as well as in life. Just as an entrepreneur should always have a 

business plan updated and his curriculum vitae ready, one should also prepare a business 

valuation and update it every year. Valuation isn’t a one-time deal.  

Commercial business valuations are quite common because entrepreneurs/owners look for 

reasoning to defend an asking or a buying price. To be able to do a business analysis, 

valuation of the information is important. Before starting a valuation one needs to ask for 

whom is the valuation done (Holton & Bates, 2009). Valuations are important in 

circumstances such as: 

o to get a bank loan or find investors 

o legal disputes 

o mergers or acquisitions 

o family business succession plan 

o to manage better on value creation and return on investment 

o to find out what are the most important value indicators for the company 

o strategy improvement; anticipation on future challenges and opportunities or even 

selling 

o understand better and be able to discuss at high level with (financial) advisors 

Although not knowing what your business is worth will not directly affect your ability to run 

the business today, knowing your company's value before any of these events mentioned 

above occur puts you at an advantage. Those arguments are the same for commercial and 

social entrepreneurs. Knowing your business and its environment is key in becoming ánd 

staying successful.  
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3.3 Difference between social enterprise and commercial 

enterprise  

In the past most people thought a business was, or commercial or charitable. Now social 

businesses come along. Actually there is a lot of overlap between social entrepreneurs and 

business entrepreneurs. Both see and act on what others miss, for example opportunities to 

improve systems, to create solutions, to invent new approaches. Like business entrepreneurs 

social entrepreneurs have focus, are self-driven and very determined in pursuit of their 

vision. The biggest difference, though, is that whereas business entrepreneurs are going 

after a problem from purely an economic viewpoint, social entrepreneurs usually have a 

vision of something that they would like to solve in the social sector (Skoll, 2004). 

Nowadays the hybrid organisation is a new name and covering everything in the middle 

between charitable and commercial. Hybrids have characteristics of both philanthropy and 

commercial. Therefore hybrids include social enterprises. 

 
   Figure 2:  
    From: Toolkit for Social Entrepreneurs J.G. Dees - 2001 

Examples of hybrids are for example cooperatives, fair trade organisations, community 

development corporations, civil society organisations, social businesses hiring disabled 

people. 

The hybrid Spectrum 

 

     Figure 3:   
       From: Social Enterprise Typology K. Alter - 2007 

‘A social entrepreneur is very driven 

towards measurable impact’. 

Jeff Skoll , 
eBay and Skoll Foundation founder 
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Where financial value creation (profit 

maximisation) is the most important 

reason for existence for a commercial 

company, a social company is firstly 

focusing on the social value creation 

before the economics, pictured in 

figure 4. 

 

Unless a non-profit organisation is generating earned revenue from its activities, it is not 

acting in an entrepreneurial manner. It may be doing good and wonderful things, creating 

new and vibrant programmes: but then it is innovative, not entrepreneurial. A real social 

entrepreneur is looking for financial sustainably because he/she knows that this is the only 

way to become viable.  

The way social enterprises are attracting their capital is also different from commercial 

enterprises. Traditionally start-ups rely on the three “F’s” (friends, family and fools) for most 

of their funding with the exception of the very small percentage of start-ups that receive 

formal venture capital (Austin, 2006).  

Emerson (2003) compiled in a spreadsheet the sources of capital for different organisations 

in a very clear way: 

 

Figure 5:  
From: The Blended Value Map - Emerson 2003 

Figure 4: 
 From: Social Enterprise Association website 
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While Emerson mentions that all organisations contribute to some extent to social, 

environmental and economical goals (the triple bottom line), the intensity can be very 

different. He calls it ‘Blended Value’. 

The conclusion is that social and commercial 

organisations are different but still have a lot in 

common. Where a commercial business puts making 

profit first, a sound social enterprise is finding a 

balance between financial sustainability and social 

impact they are making. 

The standard business approach of the finding of 

talented staff, contacts, capital is of primary concern 

for both types of entrepreneurs. However the value 

transactions in social entrepreneurship differ from 

commercial entrepreneurship in kind, consumers, timing, flexibility, and measurability 

(Austin, 2006). 

 

3.4 Economical Valuation (the standard business valuation approach) 

Capital is the fuel that allows for the creation of organisations (whether for-profit or non-

profit) capable of creating value within a given market. Capital is the resource that enables 

entrepreneurs to build organisations that can bring services to clients and customers. It is 

the necessary element that permits businesses to grow and prosper (Bonini & Emerson, 

2005). 

Therefore in business deals, most buyers and sellers have a singular focus on price. 

Negotiations ideally produce numbers that both sides can be happy with. What a business is 

worth depends on three factors:  

 the cash it generates today,  

 how much cash it is likely to make in the foreseeable future, and  

 the return any buyer would require on their investment in your business.  

The process used to come to those figures is called ‘valuation’.  

The Oxford Dictionary describes valuate and valuation like this: 

 

 

 

 

 

 

 

Figure 6:  
From: Social Enterprise Typology K. Alter -2007 

Figure 7:  
From: the Oxford Dictionary 
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Business valuation is a process and a set of procedures used to estimate the  economic value 

of an owner’s business, also called the market or financial value. The American associations 

for valuation professionals (Society of Appraisers (ASA), the Institute of Business Appraisers 

(IBA), and the National Association of Certified Valuation Analysts (NACVA) agree on three  

major approaches to business valuation which are often used in other places in the world 

too: 

 The asset approach: Also known as the cost approach, this valuation approach is 

based on finding the fair market value of assets (the easiest ones to value are 

tangible assets) and deducting the liabilities to determine the net asset value or the 

net worth of the business.  
 

 The market approach: This approach compares your company with similar 

companies. You can use comparisons to publicly traded companies or actual sales 

transactions for similar businesses. These valuations are frequently expressed in ratio 

form. 
 

 The income approach: This approach focuses on the future economic benefits you 

are anticipating from a business - i.e. income.  

o Discounted cash flow (DCF): This method involves forecasting earnings into the 

future (usually by three to 10 years) to determine the present value. Discounted 

cash flow is a good valuation method for fast-growth businesses; it can also be 

used if you're valuing your business for the purpose of bringing in a partner.  

o Capitalisation of cash flow: For this method, which is best used for mature 

companies with stable earnings, the value of one normalized earning period is 

used to predict future value.  

Mostly combinations of approaches are used but all of them start with the presence of: 

1. the balance sheet,  

2. the income statement and  

3. a business plan which includes a strength/weakness/opportunity/threat (SWOT) 

analyses and forecasts. 

 

Common folklore has it that there is a formula or rule-of-thumb for valuing a business. One 

hears of 40% of the turnover or five times the net profit. Rules of thumb are best used as 

baselines or a starting point. A great thing about using rule of thumb is that it’s a great way 

to jump-start your valuation research according to Holton & Bates (2009 p.133). 

Still they are nothing more than a general approximation of what you may pay for a 

particular kind of business based on general data about its category. Rules of thumb don’t 

‘Everything that can be counted does 

not necessarily count; everything that 

counts cannot necessarily be counted’. 

Albert Einstein, physicist 

(1879-1955) 

http://en.wikipedia.org/wiki/Valuation_(finance)
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account for critical local details (such as the value of location), the effect of the local or 

national economy on that business, or most importantly, how an actual business in that 

category is owned and managed.  

Holton and Bates mention that different rules of thumb exist, even for one branch. They 

have listed a few commonly used rules of thumb for American small and medium businesses: 

 BAR  

✓ 35 to 40% times annual sales — business only plus inventory 

✓ 2 to 2.5 times SDE plus inventory 

✓ 2 to 2.5 times EBIT 

✓ 2 to 2.5 times EBITDA 

✓ 4 times monthly sales plus game revenue (net) plus inventory 

✓ 4 times monthly sales plus liquor license and inventory 

 GIFT shop 

✓ 2.5 times SDE includes inventory 

✓ 1.5 times SDE plus inventory 

✓ 35% of annual sales includes inventory 

✓ 3 to 4 times EBITDA 

✓ Inventory at cost plus FFE plus 

 CAR repair shop 

✓ 25-to 30% of annual sales plus inventory 

 DRY cleaning 

✓ 70 to 80% of sales plus inventory  

 BOOK store 

✓ 15% of annual sales plus inventory 

No rule of thumb has been discovered for social companies or charities. 

 

The quality of a company’s economical valuation, according to Soffer and Soffer (2003), can 

be achieved by accurately following all links of the business valuation process. They designed 

this figure below to describe the relationships between the phases in the process: 

 
   Figure 8:     From: Soffer &Soffer (2003) p14 
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Still, others argue that business valuation is not a precise science. The value of a company 

determines subjectively on what purpose the valuating is done for and who does it (Lundén, 

2007). Different analysts can produce different outcomes with the same input as they might 

emphasize the valuation techniques in a different way.  

Since the analysts have diverse views of the future of the business, their forecasts will differ, 

hence the recommended values differ. There is no right way to estimate the value since 

many factors that influence it, not only the numbers (Damodaran, 2002). 

Recently Michael E. Porter published in the Harvard Business review (2011) a clear 

statement that he encourages commercial business to start look at their current way of value 

creation, which he calls ‘Shared Value’.  

‘The capitalist system is under siege. A big part of the problem lies with 

companies themselves, which remain trapped in an outdated approach 

to value creation that has emerged over the past few decades. They 

continue to view value creation narrowly, optimizing short-term financial 

performance in a bubble while missing the most important customer 

needs and ignoring the broader influences that determine their longer-

term successes’. 

Porter defines Shared Value (SV) as policies and operating practices that enhance the 

competitiveness of a company while simultaneously advancing the economic and social 

conditions in the communities in which it operates. Shared value creation focuses on 

identifying and expanding the connections between societal and economic progress.  

In 2005 Timothy Freundlich of the Calvert Foundation wrote:  

’Investors can usually ignore the true costs of doing business because 

social and environmental capital is not include in standard accounting 

practices. 

If investors support a sustainable world, we must restructure our 

thinking to account for true costs to natural resources and society’.   

His solution: a Blended Valuation 

  

‘Business must find a way to engage 

positively in society, but this will not 

happen as long as it sees its social 

agenda as separate from its core 

business agenda’. 

Michael E. Porter,  

American Business & Economy professor 
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Conclusion: The time for only accepting financial valuation seems to come to an end, even 

for commercial enterprises. Although the literature is arguing their specific views and 

opinions, I share with Damodaran that there unlikely is a fixed way of calculating economical 

values, one can only estimate value. Even though most valuators start with the same 

information, they look upon and value it different ways with different outcomes. Emerson 

and Porter have similar thoughts with Blended and Shared Value while one comes from a 

social background while the other has a business background. Both do not indicate were on 

the balance statement or in the valuation process BV/SV should be added. 

 

3.5 Why a standard business valuation approach is not working 

for social enterprises?  

Now that we have established in paragraph 3.2 that social and commercial organisations are 

different, it is not more than logical that social entrepreneurs require a different valuation 

approach for their organisation than the economic valuation described in paragraph 3.4. It 

has been accepted that a standard business valuation approach is not covering all the value 

that is created in and by a social enterprise. 

An American business consultant Stephen Kerr recently said:  

‘The most difficult valuation projects I face, come when I must put a 

value on an unprofitable or start-up organisation. There are no profits to 

measure, and often a negative net worth on the balance sheet. Is this 

business worth nothing? If it is worth doing, and it serves an economic 

purpose ... there is value’.  

With other words: social enterprises (and start ups) can be partly valued in the standard way 

but other measurements should be added. Bonini and Emerson call this ‘Blended Value’ 

(2005). They state that ‘all organisations, whether for-profit, non-profits or not-for-profit, 

create value that consists of economic, social and environmental value components’. The 

outcome is value creation and that value is itself non-separable and, therefore, a blend of 

these three elements. To me it seems that their work has given Porter (2011) his inspiration 

for his ‘Shared Value’. 

The Roberts Enterprise Development 

Fund (REDF, 1999) believes they have 

designed a model with layers that all 

need measurement to complete a full 

valuation of a social enterprise. Besides 

economic value (profit) and a business 

plan additionally value needs to put on 

social value.  

 
Figure 9:  From: Measuring Social Return for Social Enterprise – 

K. Alter 2003 
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REDFs definition for social value is ‘traditional value creation by non-profit organisations, 

leading to improvements in the lives of individuals or society as a whole’. 

They conclude that there will always some unquantifiable social values in social enterprises 

that cannot be measured in a qualitative or a quantitative way, such as quality of life issues. 

However socio-economic value is possible to quantify and expressed in economic terms, 

either in costs savings or in increased revenues, according to REDF. Nowadays it is promoted 

by REDF that this figure should be used by all social and commercial organisations. 

Conclusion: Economical value creation should be óne of the double value bottom lines that 

a social enterprise is increasing but not the only one. In figure 9 REDF is showing arguments 

that there will always some part of social value that is unquantifiable.  

 

3.6 Environmental Valuation  

Environmental value has a place under the triple bottom line (TBL, 3BL) of value creation 

(Spreckley, 1981). This was ratified by the United Nations in early 2007 and became a 

standard for reporting the ecological footprint.  Often environmental value is placed under 

social value in the ‘double bottom line’.  

Nature’s ability to provide resources and process wastes is known as “natural capital”, and 

the goal of sustainable living is to use resources wisely so as to avoid exhausting of natural 

capital, enabling it to be available to future generations. 

The People, Planet and Profit (PPP) phrase was firstly mentioned in 1997 in a Shell 

Sustainability report.  It also describes the bottom line and the goal of sustainability. Planet 

is another word for natural capital and describes sustainable environmental practices and the 

value that can be calculated from it. A TBL enterprise tries to keep its environmental impact 

low and has a do-no-harm policy and thereby reduces its ecological footprint. 

Environmental valuation is the process of putting monetary values on environmental goods 

and services. Examples include  

o scenic views, coral reefs, mountain vistas,  

o biodiversity, but also indirect processes such as  

o watersheds and water supply,  

o forests, 

o carbon restoration or erosion control,  

o ecosystem conservation, and  

o maintenance of genetic material.  

‘We risk losing what nature is if we 

couch its value in human terms’.  

Dr. Richard Black 

Environmental and refugee writer 

http://www.goodreads.com/author/show/108231.Richard_Black
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Valuation is an essential element in incorporating the benefits of costs of environmental 

effects into the analysis of alternatives. (Dixon, 2008)  

Environmental scientists have developed a tool that has been widely accepted and presents 

the overall impact on the environment in a manner that is easily visualised despite the 

underlying complexities of all the variables involved. It is known as an “ecological footprint”, 

the most famous one is the carbon credits which are the trading of CO2/carbon dioxide 

units. 

For this study I am not going deeper into the environmental valuation as the ecological 

footprint principle is widely accepted, even though it still doesn’t have a fixed place in the 

total business valuation. 

 

3.7 Social Valuation 

Social Value is created when resources, inputs, processes or policies are combined to 

generate improvements in the lives of individuals or society as a whole. 

Social Valuation refers to wider non-financial impacts of programmes, organisations and 

interventions, including the wellbeing of individuals and communities, social capital and the 

environment. These are typically described as ‘soft’ outcomes, mainly because they are 

difficult to quantify and measure. This in turn, poses a problem for those seeking to measure 

the effectiveness. Outcomes can hardly be quantified, be counted, evaluated or compared 

(Wood & Leighton, 2010). 

The drawing, here left, paints the complexity and challenges 

that Mulgan describes about calculating social value in his 

Stanford Business School article Measuring Social Value. 

The main obstacle is assuming that social value is objective, 

fixed, and stable. When people approach social value as 

subjective, flexible, and variable, they create better metrics 

to capture it. But unlike hard economical facts, human 

beings have minds of their own, and are subject to many 

social, psychological, and environmental forces (Mulgan-

2010).  

A second reason that Mulgan gives is that measuring social 

value is hard, in many of the most important fields of social 

action - such as crime prevention, health &childcare, and schooling. People do not agree 

about what the desired outcome should be.  

A final reason that measuring social value is difficult is the problem of time, estimating how 

much good an action will bring about many years in the future; relative to how much it will 

cost to implement it now.  

Figure 10:  From:  Measuring Social 
Value - G. Mulgan 2010 p39 
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In predictions of commercial returns on investment (ROI), businesspeople use discount rates 

to account for the assumption that a given amount of money will be worth less in the future 

than it is in the present. With a 5 percent discount rate, for example, $100 of today’s money 

will be worth only $35.85 in 30 years, and only $7.69 in 50 years. That doesn’t work for 

social measuring, argues Mulgan.  

Examples of Social Value creation may include such "products" as  

o cultural arts performances,  

o the pleasure of enjoying a hike in the woods,  

o the benefit of living in a more just society.  

o anti-racism efforts,  

o some aspects of community organizing,  

o animal rights advocacy and  

o art.  

It has intrinsic value, but can be difficult to agree upon or quantify. 

To quote Professor J.G. Gregory Dees: 

Social Value is about inclusion and access. It is about respect and the 

openness of institutions. It is about history, knowledge, a sense of 

heritage and cultural identity. Its value is not reducible to economic or 

socio-economic terms.  

But still there are a number of standards and frameworks that have been developed to 

measure social value. Most are designed by large foundations and social investment groups. 

Both in USA and UK mapping exercises have been done and in paragraph 3.9 I will outline 

the most commonly used models for measuring social value.  

 

3.8 Other Values 

Besides the double/triple bottom line of value creation (financial, social and environmental) 

also reputational and ethical value are contributing to a final valuation of an organisation 

(Auerswald, 2009). He states that for example The Body Shop is a clear example of ethical 

value creation, which they carefully communicate with the public. Charities as the American 

Red Cross and Greenpeace have built sustainable business models based entirely upon the 

creation of an ethical image that motivate charitable giving, and that over time has become 

a strong and enduring brand. 

Reputation is a strong value when a name like Mohammed Yunus, Bill Gates, or Steve Jobs is 

involved. Personal reputation is like a brand for a corporation, a very valuable asset. Unless 

you can measure these areas you cannot prove the worth of your social enterprise 

(Spreckley, 2011). These added values can be found under ‘Goodwill’ in economical 

valuations.  
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3.9 Measuring Social Impact 

During the research I noticed that in later papers and articles the terminology changed focus 

from Social Valuation into Social Impact measurements.  

All charities, social enterprise and commercial business create impact and in turn this impact 

creates value. For me value indicates a monetary connection while impact is an effect.  

The different models to measure social impact were initiated by foundations and (social) 

investors with a drive to be able to compare the social value of various social programmes, 

similar to how they compare the financial return on investment of various companies. No 

models are initiated by social entrepreneurs. 

All their methodologies are about expected return but have different approaches:  

                
                                           

    
  

 

A few comparison articles have been published on measuring social impact models. They 

concluded all that no silver bullet exists. The different influences and complex underlying 

factors make it hard to compare data between organisations. Furthermore it was mentioned 

that a short time impact doesn’t mean necessarily a long term social benefit (Tuan - 2008). 

Research studies undertaken in both the UK and the US have highlighted large numbers of 

metrics and measurement methodologies and the lack of a consistent framework for 

reporting social value. Of all publications discovered, not much evidence is found of social 

enterprises using them, beyond the partners of the groups that developed the models (NEF 

2005, Olsen 2008, Tuan 2008, Angier Griffin 2008, Wood & Leighton 2010). Assuming this is 

because of the relatively unknown systems and not yet evaluated models.  

The Acumen Fund, an American social investor, designed a metric system the ‘Best Available 

Charitable Option’ (BACO). With BACO they seek to prove that ‘small amounts of 

philanthropic capital combined with large doses of business they can assist in building 

thriving enterprises that serve a vast number of the poor’. But even Acumen Fund has to 

admit that there seems a constant struggle to balance being practical, comprehensive and 

comparable across institutions and issue areas (i.e., comparing a clean water project to an 

HIV/AIDS treatment programme). 

 

 

Comparing social impact? It‘s foolish 

to say one climate change initiative is 

worth more than two education 

initiatives. 

Brian Trelstad,  

Chief Investment Officer for Acumen Fund 
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Sara Olsen published in 2008 a catalogue with 22 most used tools for measuring social value 

in the US. Olsen describes them from an investor’s perspective and is not evaluating them. 

The image below shows a summary of the models in the catalogue. 

 

Perhaps the best known initiative is from the Rockefeller Foundation: the Global Impact 

Investing Network (GIIN). In 2008, a group of 40 investors from around the world came 

together in order to try to develop a standardised framework for assessing social and 

environmental impact. The GIIN has developed Impact Reporting and Investment Standards 

(IRIS) which is describing the social, environmental, and financial performance of an 

organisation. However it is designed to enable portfolio managers of investment groups to 

apply industry standard metrics, or to create a set of custom metrics applicable to their 

investments, not from a social enterprise perspective. 

The Global Reporting Initiative (GRI) is an independent institution whose mission is to 

develop and disseminate globally applicable sustainability reporting guidelines that help 

organisations to report on the economic, environmental, and social dimensions of their 

activities, products, and services. GRI was developed primarily with the needs of larger 

businesses in mind. According to GRI, they are being used by more than 1500 organisations, 

‘including many of the world’s leading brands’. 

In the UK, Angier Griffin mapped the different models in figure 12 below were the workload 

intensity of the model was taken into account.  

Figure 11:  
From: SVT Group website - S. Olsen 
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The horizontal axis represents the level of complexity and resources required to use the 

model, and the vertical axis represents how the reported results are interpreted, either in 

economic or social terms.  

In the United Kingdom and Europe, two approaches to measuring social value have been 

most prominent according to Wood & Leighton: Social Audit and Accounting and Social 

Return on Investment (SROI). As can be seen from figure 11, SROI (in the bottom right 

corner) translates social value into ‘hard’ economic indicators, and is also one of the most 

complex and resource intensive in the selection represented here. In spite of its complexity, 

SROI has become the favoured tool of government and a range of policy makers.   

Wood & Leighton believe this is thanks to its unique selling point (USP) of being able 

monetise social value. But they also warn that assigning monetary values to soft intangible 

outcomes is a challenging process.  

Although SROI has become the dominant approach in measuring social value, there are in 

fact several SROI models in operation, differing in the precise methodology and data used.  

It is not possible to analyse and evaluate all assessment models mentioned in the different 

studies. I will go into more detail with a few most named systems or most interesting 

sounding one:  

 Social Audit and Accounting, an assessment system 

 Social Return on Investment (SROI), an assessment system 

 SROI-lite, an assessment & a management system 

 Social Balanced Scorecard (SBSC), a management system 

Figure 12:  
Mapping different social value models used in the UK - Angier Griffin 
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A. Social Audit and Accounting (SA) is a framework for ongoing monitoring, evaluation 

and accountability to stakeholders of the social, environmental and economic 

performance and impact of an organisation. A social audit helps to narrow gaps between 

vision/goal and reality, between efficiency and effectiveness. It is a technique to 

understand, measure, verify, report on and to improve the social performance of the 

organisation and has been practised since the mid 1970s. 

 

SA is based on the need of organisations to create a balance in the way they plan and 

measure their commercial and non-commercial operations, and to prove that there is 

consistency between what an organisation says it will do and what it actually does. 

Consistency between plans and results leads to integrity, which provides owners, 

employees, customers and the general public with the trust and confidence to make the 

decision whether or not to deal with an organisation (Spreckley, 2008). 

The Social Audit 4 element approach (from: Toolkit Social Audit – Spreckley, 2008): 

1.  Planned and Actual Measurement – objectives are planned, indicators are set and 

results are measured against them. This can be verified through an evidence based 

audit trail. 

2. External Stakeholder Involvement – a range of external stakeholders have been 

actively engaged in the Social Audit through different forms of dialogue. 

3.  Internal Organisation Assessment – a range of internal stakeholders have been 

engaged in reviewing the structure of the organisation and its operations. 

4.  Open Process and Documentation – the Social Audit processes and exercises are 

documented and available to stakeholders and saved, in a manner accessible and 

understandable to stakeholders, for a minimum of three years. 

SA relies heavily on stakeholder feedback (from staff, clients, customers, etc) to 

measure an organisation’s impact, and therefore have fewer quantitative measurements 

for outputs and outcomes. Although this is important in demonstrating the value and 

impact, using this approach in isolation from other measures may undermine an 

organisation’s value from a more objective perspective (Wood & Leigthon, 2010). They 

conclude that SA still remains a popular approach to measuring social value, for 

organisations’ social, environmental and economic performance.  

Financial auditing is required by law; social auditing it is undertaken voluntary. 

 

B. The Social Return on Investment (SROI) method provides an approach to help 

organisations determine how to measure value and forecast social returns in monetary 

value. SROI can be seen as a type of economic analysis closely related to cost-benefit 

analysis. It focuses on listening to stakeholders and identifying the outcomes that are 

important to them, and then putting a financial value on these perceived social value 

outcomes. 
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The UK government released in 2009 ‘A guide to SROI’ and they describe SROI as a 

framework for measuring change in ways that are relevant to the people or 

organisations that experience or contribute to it.  

It tells the story of how change is being created by measuring social, environmental and 

economical outcomes and uses monetary value to represent them. This enables a ratio 

of benefits to costs to be calculated. For example, a ratio of 3:1 indicates that for every 

€1 invested in an activity, project or programme, €3 of social return value is generated 

for society (or in any other currency). SROI is promoting that it is about value rather 

than money. 

An SROI analysis can be evaluative or a forecast, which predicts how much social value 

will be created if activities meet their intended outcomes. An SROI analysis can fulfil a 

range of purposes. It can be used as a tool for strategic planning and improving, for 

communicating impact and attracting investment, or for making investment decisions. 

Raise profile and make tenders more 

persuasive by improving performance and 

highlighting added value.  

There are many methods and levels at which 

to measure social return. For example, SROI 

can be thought of in terms of jobs created, 

houses built, less hospital admissions, 

increased knowledge, better health, more 

education, less poverty and so on. 

 

Apart from attributing financial proxies to social outcomes, SROI is in fact very similar to 

Social Audit and Accounting. This is to be expected given that SROI was originally 

developed from Social Accounting and cost benefit analysis. It is clear that all but one of 

the seven principles of SROI also apply to the social accounting framework. In this case, 

the third point on the following list is unique to SROI.  

The 7 principles of SROI are: 
 

1. Involve stakeholders. Stakeholders should inform what gets measured and how this 

is measured and valued. 

2. Understand what changes. Articulate how change is created and evaluate this 

through evidence gathered, recognising positive and negative changes as well as 

those that are intended and unintended. 

3. Value the things that matter. Use financial alternative in order that the value of the 

outcomes can be recognised. 

4. Only include what is material. Determine what information and evidence must be 

included in the accounts to give a true and fair picture, such that stakeholders can 

draw reasonable conclusions about impact. 

5. Do not over claim. Organisations should only claim the value that they are 

responsible for creating. 

Figure 13: 
From: A guide to SROI - UK Government 2009 
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6. Be transparent. Demonstrate the basis on which the analysis may be considered 

accurate and honest and show that it will be reported to and discussed with 

stakeholders. 

7. Verify the result. Ensure appropriate independent verification of the account. 

Recently the completion report was released of a 3-year comparison study on SROI with 

data collection in 30 organisations, undertaken by the Scottish Council. The AitkenHall 

report (July 2011) discovered that many of the 30 involved organisations mentioned the 

perceived complexity of SROI for being the reason to abandon the method. Also that 

greater understanding has led many to explicitly reject SROI as a way forward. It was 

suggested that SROI was too time consuming and expensive to use.  

While the key reason for resistance has been the amount of work involved, there are 

other reasons found:  

 Perceived or real lack of recognition among funders, 

 Perceived lack of robustness of the methodology, 

 A resistance to monetisation of social outcomes in principle, 

 Lack of support across organisations to back individual advocates, and 

 Uncertainty around government backing. 

The report concludes that the SROI methodology has not evolved as fast as it may have 

done with a more focussed organisational structure. Taken this, they concluded that 3-

years is not enough to give a definite opinion about the usefulness of SROI but they 

suspect that longer term benefits may outweighs any short term losses. 

Mulgan (2010) finds that SROI often quite arbitrarily estimate costs and paybacks, which 

dramatically affects the final outcome. SROI calculations can help in broad-stroke 

predictions, but they can’t help with finer-grained decisions.  

Others like the Acumen Fund say that SROI might be better as metaphor than as 

methodology (Trelstad, 2009). But Acumen admits that their BACO system is also work 

in progress. 

Even the New Economics Foundation (NEF), involved in developing many social value 

measuring tools including SROI, confirms that an SROI analysis is only as good as the 

data that is put in. NEF continues that if organisations do not have the time or resources 

to commit to the SROI process, there is a danger that the process will not be robust or 

will not be seen through to completion. 

Still, SROI has become the dominant approach in measuring social value. Practitioners in 

Europe and the USA are working on a global SROI framework (Scholten, 2006) with 

links to Impact Reporting & Investment Standards (IRIS). A Dutch group has developed 

web tool called Social E-valuator™ and the US based SVT group has designed the SROI 

Toolkit. 
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b.1. Social Return on Investment-Lite (SROI-Lite) is a simplified version of the 

SROI methodology.  It is intended as ‘one component of a management dashboard’ 

that would also include financial, organisational, and process metrics. 

SROI Lite is designed to use data that managers can collect relatively easily as part 

of normal business operation, and that are useful not just for investors or funders 

but also in running the business. The tool asks managers to define their most 

important social, economic or environmental output. Then, organisation calculates 

how much they spend for every successful output created. The critical step is to 

clearly define what a ‘successful” outcome is. If the desired outcome is complex, 

then SROI Lite is difficult to undertake and may not be a credible measure because 

the nature of the outcome cannot be captured in a simple number (Olsen, 2008).  

 

No actual prove of a SROI-lite dashboard in practice has been found. 

 

C. The (Social) Balanced Score Card. 

Kaplan and Norton (1993) designed the Balanced Score Card (BSC) as a means to 

provide a more holistic diagnosis of a business’s performance. BSC proposes that 

companies measure operational performance in terms of four outcome perspectives that 

go beyond financial measures alone to arrive at a more useful view. The four 

perspectives are: 

1. Financial,  

2. External: customers, 

3. Internal: business process, and  

4. Organisational capacity: learning-and growth.  

It was thought that working with performance indicators can be the same for 

commercial and social companies; only the order of the steps taken is different. The 

scorecards are helpful in clarifying the links between inputs and outputs, outputs and 

outcomes, and presumably the measures of impact. According to Kaplan the steps in 

order for social companies would be:  

1. External: identify key goals of stakeholders 

2. Internal: translate those goals into vision, mission and objectives for internal 

process 

3. Learning and growing of staff/organisation 

4. Financial: to accomplish overall goals 

However in 2000 in collaborations with venture philanthropy firm New Profit Inc., Kaplan 

did adapt his approach for non-profits and added a fifth perspective to the framework 

and called Social Balanced Scorecard (SBSC):  

5. Social impact.  
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Although this was done by Kaplan from an investor’s perspective and mainly used for 

corporate social responsibility (CSR) programmes of commercial companies, Social 

Enterprise London (SEL) did a study on the amended SBSC (Somers, 2004). SEL 

recognised that it could to be successful and useful for social entrepreneurs. 

Furthermore SEL improved the method into a full Social Enterprise Balanced Scorecard 

(SEBS), placing social goals at the top of the strategy map prioritised over financial 

goals.  

It is not an ‘off the shelf’-method and requires a sense of business terminology and 

concepts. It doesn’t go in great depth but its strength is in strategy development and 

keeping track of the most important objectives and being able to communicate this.  

The UK based membership organisation Social Firms UK developed the Third Sector 

Performance Dashboard or the Social Firm Performance Dashboard, in short called The 

Dashboard. It is a CD-Rom tool that is based on the Balanced Scorecard method. They 

added a 6th perspective: Marketing and Communications. 

Of none of the dashboard models or actual experiences with it have been found. 

Conclusion on Social Impact measuring:  

Social Audit, Social Enterprise Balance Scorecard and SROI-Lite give a written conclusion of 

performance indicators while SROI gives monetary value for social value creation. However, 

it is important to bear in mind that much of the activity is from a top-down perspective, 

initiated by foundations and investors who want to measure social impact. 

It is hard to imagine social impact being meaningfully distilled to a single result. Social and 

environmental impact cannot be reduced to a currency and still be meaningfully interpreted. 

The Holy Grail is not a single metric for what is ‘good’, ‘bad’ or even ‘better’. Nevertheless 

impact can be measured in a narrative and descriptive way but that will unlikely have 

meaning to the whole sector and the investors. 

 

A Reality Check: 

The SROI concept “speaks the language of finance”, and as such, appeals to foundations, 

(corporate) philanthropists and (social) investors seeking the “highest social return for their 

dollar”.  

‘Better to be vaguely right than 

precisely wrong’. 

John Meyard Keynes 

Economist 
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SROI promotes a scientific and objective approach to measurement. However, is there 

applicability and use to social enterprises? Part of the problem is that assessing social value 

requires an element of subjectivity and this is hard for objective measurement tool as SROI. 

According to Emerson & Olsen (2009) SROI is not about the numbers! SROI is to tell the 

stories wíth the numbers; to put them in context of place and people. SROI is not justifying 

capital investment but understand value creation through capital allocation. Emerson 

concludes that he is not sure if we ever have a single metrics approach. 

 

The Gates Foundation/Tuan (2008) warns for the lure of false precision, the desire for a 

silver bullet and the risk of cherry-picking.  

Having found these conclusions I am curious to hear if any of the organisations I am going 

to interview during the field research has experience with any of the models. I need to bring 

the theory down to practical levels. 

 

3.10 Legal aspects 

Many countries in the world are asking for annual financial accounts of both companies and 

charities which are linked to the tax that governments collect. European Company Regulation 

says that a company must draw up annual accounts comprising of  

 the balance sheet,  

 the profit and loss account, 

 the notes to the accounts,   

 an annual report giving a fair view of the company's business and of its position. 

No government has set rules for social and/or environmental reporting except Denmark. 

Danish businesses are free to choose whether or not they wish to work on Corporate Social 

Responsibility (CSR). However, there is a statutory requirement from 2009 that large 

businesses in Denmark must take a position on CSR in their annual financial reports (info: 

www.csrgov.dk/sw51190.asp). 

 

3.11 Analysing of literature study and recommendations for the 

field study 

There is no silver bullet in valuation. Not even for financial valuation. Data are subject to 

interpretation. The same data interpreted by different people and organisations can reach 

opposed conclusions.  

It sounds so easy. All we need do is agree upon what data or indicators to track, how best to 

track them, how to integrate this data into decision making and finally how to assign 

accurate valuations.  

 

http://www.csrgov.dk/sw51190.asp
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In this chapter the theoretical importance of an organisation’s valuation has been described 

together with the different models. Theoretical evidence collected indicates that a social 

entrepreneur who works on value creation should do this along the double bottom line and 

create a balance in social and financial value creation. For all entrepreneurs it is important to 

know where they are going with their organisation and regular valuation can assist in this. 

It seems though that not the social entrepreneur is leading the way for valuation of his work 

but the foundations and investors are. That makes one wonder if the described methods are 

really in the benefit of the social entrepreneur? The field research will hopefully give a better 

insight in this. 

The literature study is a search for insights that could assist in answering the central 

research question: How to valuate a social enterprise?  

Highlights of this literature study were: 

 The goal and reason for valuation has to be clear before the valuation starts. 

 Valuation of social enterprises is more than only measuring the market value. 

 No literature has been found supporting that social enterprises are valuated in a 

different way than commercial companies when market value is the goal. 

 No legal regulation in the world supports valuation of social or environmental impact. 

 We have to accept that some social value will be unquantifiable. 

The study has become a sum up of different methods for measuring different types of social 

and economic value. The analysing of each method is not possible because the following 

complications found during the research:  

1. No literature addresses social enterprises valuation methods, only separate parts are 

described. 

2. Social value methods haven’t been around long enough for gathering enough in-

depth expertise. Studies monitor and map them and provide advantages and 

disadvantages but are not evaluating them. 

 

The connected questions especially for the literature research were formulated at the start of 

the exercise in paragraph 1.2.  

 

The questions and the findings are described below: 

‘In God we trust, all others bring data’. 

Dr W. Edwards Deming, American 

statistician 

(1900-1993) 
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1. Why is valuation of a social enterprise important?  

This has been answered in paragraph 3.2. People think that organisation 

valuation only should be done when there are selling/buying or investing 

plans. The literature taught me that smart entrepreneurs always have a 

rough idea what their organisation is worth. What value is created on 

social, environmental and financial grounds with the correct indicators will 

give valuable information for the direction and the focus of any business. 

Any entrepreneur that knows this will be in a stronger position to argue 

this value creation to others. To speak with Jed Emerson “If you don’t 

know where you are going with your organisation, don’t bother at all”. 

2. What methods of valuation exist?  

Everything has value, at least to somebody. In paragraph 3.4 and 3.7 the 

different valuation methods for financial and social values are listed. When 

a dollar amount is put on value most people understand them better than 

when value is described in a story. Money value is a common language, 

and it seems preferred even if it is doubtful if it represents true value. The 

road towards a good valuation method is time-consuming and difficult, 

especially for social valuations.  

Financial valuation methods are most common and fairly straightforward in 

comparison with social valuations but even they are also subject to 

interpretations. 

3. Are these methods of valuation used for hybrid organisations  

(charities/social companies)?  

The literature is not clear about differences in valuation methods for 

social/hybrid and commercial organisations. The goal for a valuation needs 

to be established before any action should be taken. It will be interesting 

to hear in the field study the experiences of the social entrepreneurs. 

4. Are the methods been validated?  

Only financial valuation tools have been validated. It has been described in 

what situation which of the three basic methods should be used single or in 

combination.  

For the field study a deeper look into the practical experiences of social entrepreneurs with 

valuation of their organisation is relevant. Will my assumption be confirmed that social 

entrepreneurs are often too occupied with creating social value so that creating financial 

value is seen of lesser concern?  

This literature study is showing that the first question during the interviews needs to 

establish why a valuation is done, as this makes a big difference to the outcome.  
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4. FIELD RESEARCH  

(Masters Project) 
Search for practical answers 

 

The literature study has given insights about the importance of organisation valuation and 

lists different models. One of more interesting insights is how regular valuations can have a 

benefit on knowing your own business better. For all entrepreneurs it is important to know 

where they are going with their business and through valuation one can keep track of impact 

and notify trends and opportunities. 

One of the recommendations of the literature study to the field research is to find practical 

feedback from social entrepreneurs on their valuation experiences as the theory is not 

conclusive. The qualitative field research is done in several steps starting with: 

 Direct interviews 

 Discussions online in news groups 

This chapter will bring the outcomes of 31 interviews and 7 online discussions. After 

analysing the interviews and the discussions (phase 1) the next step is to bring the learned 

information into practice for Ideas at Work (phase 2). 

 

Phase 1: The following questions will assist the process: 

a. With what methods do social enterprises valued their organisation? 

b. What was the reason for doing a valuation? 

c. What are their “lessons learned” during this process? 

d. What is done with the outcome of the valuation? 

 

Phase 2: One of the methods most often describes in the literature study, SROI will be used 

to measure the social value of Ideas at Work Cambodia. Also a financial valuation will be 

done using the method mostly named in phase 1. This to be able to answer the other 

questions for this dissertation: 

e. What is the financial and the social value of Ideas at Work Cambodia? 

f. Can I translate this into the total value of Ideas at Work Cambodia? 

g. What advice can I give regarding to valuation to other social entrepreneurs? 

  

‘In God we trust, all others bring data’. 

Dr W. Edwards Deming,  

American statistician (1900-1993) 

‘Be the change that you want to see in 

the world’. 

Mahatmar Ghandi 

Indian Philosopher & politician 

(1869-1948) 

http://thinkexist.com/nationality/indian_authors/
http://thinkexist.com/occupation/famous_philosophers/
http://thinkexist.com/birthday/october_2/
http://thinkexist.com/birthday/january_30/
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4.1 Field study methodology 

 

Studies can be exploratory, descriptive or explanatory (Sekaran, 2003). Exploratory 

research is a valuable method to find out what happens when one tries to get new insights  

(Baarda & de Goede, 2001). Qualitative methods go above quantitative methods in this 

research because of the few people that are expected to have experience with social 

enterprise valuation. The outcome will be analysed by condensation of information and 

grouping before the final conceptualising. 

The non stochastic snowball-sampling method was used, the best choice when a population 

is difficult to find. Recommendations for new contacts and cases were essential in gathering 

enough data. The reason for this is that my subject is not objective and the background and 

experience of people are more important in this case. 

Via the action research spiral model (Coglan 

2001, Saunders et al 2011) the field research 

grew; starting with the development of the 

questionnaire. Originally the questionnaire 

was designed with mostly open questions but 

in the testing phase it became clear that the 

interviewees were not familiar with the 

terminology or the concept of valuation. After 

explanation they did contribute ideas and 

opinions. Therefore the decision was made to use the questionnaire as an interview 

guideline. For clarification reasons the interview guideline received an accompanied letter 

explaining about the research and a vocabulary list (annex C). 

There will be two phases of this field research, phase 1 (interviews/discussions) and phase 2 

(desk research on valuation of Ideas at Work). Both phases possibly need an additional 

literature search. 

Phase one: 

The qualitative research is conducted with semi-structured interviews with open and closed 

questions as interview guidelines (annex C). The interviews are held face to face, telephone, 

skype or email. The reason for personal interviewing is that additional questions can be 

asked and that way extra information and opinions be obtained during the conversation. The 

respondents are selected out of the researcher’s network, expanded with recommendations 

from interviewees and other contacts and people found through professional contact website 

LinkedIn. The study examines the case studies that each interviewee with valuation 

experience will provide (Baarda & de Goede, 2001) and the opinions of all others 

interviewed. 

Figure 14:   
From Methods and techniques for research. Saunders et al. 

‘Our shift from quantity of 

consumption to quality of life is the 

greatest challenge of our generation’. 

Paul Gilding,  

former boss Greenpeace 
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Phase two: 

A desk research for exploration on the indicative value of social enterprise Ideas at Work 

Cambodia. The tools for this valuation will be decided on after phase 1 is finished and 

combined with the recommendations of the literature study. 

 

4.2 The interviews 

Pre selection:  

From personal network, suggestions of the World Bank and Santa Clara University and 

recommendations from others (including the selected interviewees) a database of potential 

interview candidates was build over a period of 3 months. After a positive response at the 

interview request, the candidates received the interview guidelines. Not all the approached 

potential candidates responded, also not after a second request. In the end 31 contacts 

agreed. Interviewed but not added to research list is Mr Ad de Beer, the chairman of Ideas 

at Work. 

The interview guideline (annex C) assisted with all 31 explorative interviews:  

 7 (social) investors: Insitor-Cambodia, d.o.b-Foundation-Netherlands, Impact IQ-USA, 

shift360- Cambodia, Ascent Partners-Hong Kong, BINV-Netherlands, 1 private 

investor 

 2 (microcredit) banks: AMK-Cambodia, Triodos Bank-Netherlands 

 18 social enterprises: Benetech-USA, Friends International, HAGAR-Cambodia, 

StartStop-Cambodia, 1298/ZHL ambulance-India, Barefoot International, SDA-

Cambodia, Sam Veasna Center for Wildlife-Cambodia, SoriaMoria-Cambodia, 

ProjectAlba-Cambodia, Traidcraft-UK, Nishant Bioenergy-India, Do Good Get 

Rewards-USA, Bushproof-Madagascar, The hungersite-USA, Business4Good-UK, 

PepiRide, Nazawa water filters-Indonesia 

 2 universities: Santa Clara University (GSBI)-USA,  Technical University Munich-GE  

 2 others: CIC Association-UK, Social e-valuator web tool 

The timeline for each interview was set for 60 minutes which only in one case wasn’t 

feasible. All interviews were done face to face, by telephone, by skype or by email. During 

the interview notes were taken. In 10% of the interviews more emails were sent afterwards 

for further clarification. Not every interview was successful; some thought it was a ridiculous 

research question and others declared that they were planning to stay a charity and didn’t 

see a need for valuations other than their programme indicators. 

Direct approached: 

I have had email contact about this topic with some of best known people in the field of 

social enterprising, impact valuation and social valuation. Some were also included in the 

interviews and later valuable email contact was established. Others were asked specific 

questions regarding articles they published: 

o Professor James Austin (Harvard Business School),  

o John Kohler/Eric Carlson (Santa Clara University) 

o Wolfgang Spiess/Abigail Noble (Technical University Munich/Schwab Foundation). 

o Sara Olsen (SVT Impact Group) 
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o Jim Fruchterman (Benetech) 

o John Mulkerrin  (CIC association) 

o Marlon van Dijk (Social e-valuator) 

Of the founder of the SROI principles and guru in this field, Jed Emerson I found a very 

interesting video interview in where he is giving his view on valuation of companies which 

should, according to him, always been done in a ‘blended value’ way (see paragraph 3.3). 

 

4.3 Discussion groups 

For the online discussions the websites of www.LinkedIn.com and www.SocialEdge.org were 

chosen, but the last one appeared not open to member postings anymore. During the 

process period (13 January - 4 February 2011) I was also advised to post the same 

discussion on www.cicassociation.org.uk and http://amsterdam.the-hub.net which I did and 

6 extra comments were generated. 

LinkedIn.com is a professional networking group with several subgroups that have a focus 

on exchanging information regarding social enterprising. I became a member of ten different 

groups. Linkedin groups that were approached with the number of members: 

 Social entrepreneurs and the third sector: 1731 members (13 comments) 

 Social Enterprise alliance (SEA): 1104 members (11 comments) 

 Base of the Pyramid (BoP): 3130 members, (2 comments) 

 Impact Entrepreneur: 1237 members (31 comments) 

 SocialEarth: Social Entrepreneurship Group: 212 members (2 comments) 

 Guardian Social Enterprise Network: 792 members, (9 comments) 

 International Network of Social-Eco Entrepreneurs: 7981 members (no response) 

 MVO - Maatschappelijk Verantwoord Ondernemen: 7859 members (no response) 

 Social Enterprise & Impact Investing: 4271 members (no response) 

 The entrepreneurs club 699 members: (no response) 

Total: 68 responses 

The discussion was started with the posting of the following text: 

Valuation of Social Enterprises? 

I am working on my last phase of my MBA and I have asked myself the question "How to valuate a social 

enterprise"?  

  -  Should that only be the financial value?  

  -  Or does social/environmental value creation also have a value?  

  -  And if so, how to put an US$ amount on it? 

  -  And how to add it to the total valuation? 

This question is more from a social entrepreneur’s point of view than an investor’s point of view (but investors 

seem to have given this a bit more thought already). 

 

Halfway my field research, I have found that this is a very new topic and that my questions give lively 

discussion but no clear direction yet. Therefore I hope you can help me. I am looking for people/groups that 

have opinions about this and are willing to share, preferably people that have bought/sold social companies. 

 

I am familiar with Social Return on Investment (SROI), Social Audit, Development Index and they might put $ 

on social value but how is that translating to the total value of the social enterprise? 

 

http://www.linkedin.com/groups?home=&gid=31412&trk=anet_ug_hm&goback=%2Egmp_31412
http://www.linkedin.com/groups?home=&gid=153825&trk=anet_ug_hm&goback=%2Egmp_153825
http://www.linkedin.com/groups?home=&gid=148854&trk=anet_ug_hm&goback=%2Egmp_148854
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In all discussions I acted as the discussion leaders, actively trying to go deeper with the 

participants. Seven of the linkedIn discussion groups gave vibrant discussions and at two 

weeks in a row my discussions were even rated ‘most discussed topic’. 

4.4 Summary outcomes interviews and discussions 

The analyses of the 31 in-depth interviews and 74 discussion comments cannot be done by a 

computer programme; they are too different and therefore need to be analysed by hand 

with interpretive techniques. 

Coding, recursive abstraction and memoing are used as techniques. Coding is segmenting 

the data were possible while recursive abstraction summarises the data through distillation 

and further summarises until a compact summary. Memoing is a process for recording 

thoughts and ideas of the researcher as they evolve throughout the study (Saunders-2007).  

A central issue in qualitative research is validity. Credibility and/or dependability are hard to 
prove when personal stories, opinions and experiences are involved. In the figure below the 
coding and the memoing is listed: 
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Noticeable is that although all social entrepreneurs do a type of financial valuation (mostly 

annual financial audits) only a limited number of 2 out of the 18 interviewed social 

entrepreneurs have experience with social valuation. Nobody has done a total company 

valuation or a blended valuation.  

What is interesting is that a few social entrepreneurs mention that with more socially 

interested investors and the correct combination of social and financial arguments it is 

possible to increase the total value of the organisation.  

Furthermore, outside the interview questions a possible existence of a ‘rule of thumb’ was 

discussed with the interviewed investors and social entrepreneurs. In commercial valuations, 

depending on the branch a company is working in, rules of thumb exist and therefore during 

this research it was hoped that more information could be discovered. However it wasn’t 

possible to find enough information to establish a rule of thumb, possible because the 

branches were the social entrepreneurs are working were too different and the sample of 

interviewees was too small. 

Most investors treat social companies, which are not making profit yet, as start-ups. Young 

social companies, under two year of existence, mentioned they received on average 2½ 

times the turnover of their first year. 

The general responses collected during the 3 weeks that the questions were visible online at 

LinkedIn, CIC and the HUB are listed below. Many respondents to the online group 

discussions have given their opinion and shared their experience. One respondent, Jim 

Fruchterman is very clear in his answer and summarises what others also expressed. 

Hereunder the input of social entrepreneur Jim Fruchterman, Benetech (USA):  

1. How to valuate a social enterprise? Should that only be the financial value? 

Most social entrepreneurs would say no, most investors would say yes. 

2. Does social/environmental value creation also have a value? 

Depends on your point of view.  Wall Street says no, pretty much.  Most 

everybody else would probably say it does. 

3. And if so, how to put an US$ amount on it? 

Big policy question. Often, policy-makers try to tax bad things, which 

places an implicit value on things that make bad things less bad.  Carbon 

taxes and carbon credits are all some variation on monetizing this.  The 

Social Impact Bond space is trying as well. 

4. How to translate it in the total value (a percentage goodwill?) 

I’m sceptical that investors as a group put much value into social values 

that cannot be monetized.  If I want to sell my social enterprise (as I 

have done), I’ll basically only get the financial value for it.  We had a full-

scale valuation of one of our social enterprises using the standard 

methodologies in the corporate valuation field, to ensure our charity 

received a fair price but social value as such was not included.  

I’m sceptical of SROI calculations in general, because of the loose 

approach to capturing value.  Unlike financial flows inside my enterprise, 
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which I should be measuring, SROI relies on assumptions about financial 

flows outside my enterprise, which I get to make up until I reach a 

desirable level of return. Our value calculations are usually based on 

benchmarks.  If it costs the status quo provider of a social good (say, 

providing an accessible book to a blind person), and we can do it for less 

than one-tenth of that price, that probably has social value!   

All comments of the discussion groups were analysed through recursive abstraction method. 

Hereunder the summary but for a full report see annex D. 

 

I have listed the result of the memoing I did during the exercise and added in blue additional 

information: 

 Financial and social values cannot be added up to measure total value of an 

organisation. 

 Not everything can be monetised. 

 If something is not sustainable, it does not have value. 

 Social value is difficult to express in money value, money is just 1 aspect but does 

not cover everything. 
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 Making money fast is not creating value; one even damages others by doing so. 

 All of the 18 social entrepreneurs are doing annual financial audits to close their 

books. 

→ conclusion: financial audits is general practice 
 

 10 of them also have experience with a company valuation for a loan or for selling. 

 Only one social entrepreneur used a social investor’s data collection system (Acumen) 

but in de group discussion, three more experiences with Social Return on Investment 

method (SROI) were shared.  

→ conclusion: social valuation are rarely done and mostly at the request 

of the social investor 
 

 Discounted cash Flow (DCF) is the most used method for economic valuation of a 

social company 

 The general perceptive of all involved in this study is that the financial sector doesn’t 

see value in creating social value.  

→ comment: but there are people active in raising awareness! Although 

even Jed Emerson says it could take 20-30 years more to agree on 

another more comprehensive approach and principles 
 

 Social entrepreneurs need to know better their triple bottom line and be able to prove 

the value they create.  

→ advise: add a few indicators to the monthly reporting system but those 

indicators need to mean something to the entrepreneur and to the 

external world 
 

 Entrepreneurs with in-depth knowledge of their financial and social value can discuss 

this created value with investors/sellers and receive a higher total value.  

→ comment: this is expected not the be more than 5% and also will 

depend on the type of investor 
 

 New financial and social valuation models should include the polluter and all other 

costs that are now carried by society. 

 Triple bottom line (TBL or 3BL) companies perform better than others: info SOCAP 

conference. 

 Could Goodwill of the company (customer base, loyalty, market share etc) be made 

more social value focussed? 

→ comment: interviewees don’t think so 
 

 Social impact bonds: it saves the government money through services not required. 

Could here be a solution?  

→ comment: in the UK groups are looking into this 
 

 Could we achieve a higher valuation when bringing up the topic of risk? Risk analysis 

is part of a commercial valuation. Do experienced social enterprises have lower risk 

than similar commercial companies?  

→ comment: after the group discussion, this idea has been worked out 

by one interviewee and 8 others gave their input. 50% think it could work 

to show a lower risk perception at established social companies, particular 

when it becomes wider know that 3TB companies perform better 
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 Value of cost saving to other organisation or government as a result of the social/ 

environmental impact: Could here be a solution?  

→ comment: Jed Emerson promotes ‘blended valuation’ for every 

company which includes social, environment and financial reporting in a 

similar way as now annual financial reports are done. Several discussion 

participants are in favour but do not see it happen any time soon. 

 

4.5 Conclusions Phase 1 

Both, the interviews and the discussions have brought many new insights. Afterwards I was 

repeatedly given advice and was sent new articles and books (such as Paul Gilding and 

Nobel Prize winner Ronald Coase). Most interviewees were triggered by my questions which 

often resulted in lively discussions as many of them never thought about the social and 

financial valuation of their own organisation. 

 

It became clear to me that the process of valuation for any organisation is only connected 

when selling/buying or obtaining a loan is the focus of that organisation. None of the 

participants in the discussions or interviews is including organisation valuation in their normal 

collection of data to manage organisation. In a few cases were a valuation was done, 

organisations let others do the work, mostly a bank or an investor. 

 

The following conclusions of the field study phase 1 can be drawn: 
 

1. It will not be possible to add social value in the total value of an 

organisation other than a place via the traditional financial valuation 

methods 

a. further research is needed on a larger scale to see if this could be 

possible in perceived lower risk or in goodwill. 

b. more important will be the ‘education’ of the financial sector; at 

the moment they only know the monetary way of putting value on 

something. 
 

2. Not everything can be monetised. 
 

3. Valuation is subjective. 
 

4. Triple bottom line-reporting companies seem to perform better than 

companies that only do financial valuation. 
 

5. DCF is the most common valuation method used. 
 

6. A rule of thumb does not exist. 
 

7. There is hardly any experience in social value/social impact measurement. 
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4.6 Phase 2: Search for valuation of Ideas at Work Cambodia 

In this paragraph a desk research will highlight if it is possible to use the information 

collected for this dissertation for finding an indicative value of Ideas at Work Cambodia. 

From the conclusions of phase 1 and the literature study it became clear that mostly the 

Discounted Cash Flow method (paragraph 3.4) and Social Return on Investment method 

(paragraph 3.9) are used for valuation.  

I have been warned that it is hard, complicated and difficult to use these tools and that most 

valuations are done by specialists. Training is what is offered a lot; expensive training for 

one week and longer either focussing on SROI or commercial valuation techniques. A few 

web tools have been found and are used for this exercise. 

A couple of points to remember for this desk research: 

- It’s done from a social entrepreneur’s perspective not the investor’s. 

- The focus is on small and medium social enterprises. 

- Social enterprise Ideas at Work Cambodia (IaW) is used as an example. 

- IaW is small manufacturing plant that makes manual water pumps for the rural poor. 

- IaW is not making a profit yet (25% of break-even point). 

- End 2012 is expected to be break-even point year. 

- IaW exists 5½ years. 

 

4.6.1 Financial value calculation 

For commercial business valuation there are many paid (web) tools on offer. However it is 

unclear to a non-financial manager what system is behind the tool. Most of these web tools 

are actually for investors or large stock and share businesses. The exception on this is the 

web tool for a small and medium businesses valuation tool of website:  

www.fastbusinessvaluations.com/business-valuation-calculator.html  

When calculating IaW’s 2011 information it concludes: ‘when income and outgoings 

(Profit/Loss) are set to equal the results are’: 

 Net Cash Flow = $26,300.00 

 Approximate Business Value = $89,420.00 
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Another web tool is asking for more information to be put in their calculator but the results 

are quite similar than the last web tool: 

www.freevaluationsonline.com/obvt/financial_questions.php  

It concludes: ‘Based on the information you provided, our valuation software estimates the 

value of this company to be between $91,100 and $100,700.’ 
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I noticed that the outcomes widely vary when a small detail is changed in for example 

depreciation, while hardly any change is seen when the negative income changes in to a 

fictive small profit (increase of $6000 in total value). That is changing rapidly when larger 

profits are put in the tool calculator. 

The above calculations are little less than a Cambodian private investor estimated for me on 

a back of an envelope. His lowest ball park figure was $125,000 as value for Ideas at Work 

which he found low as he knows the potential market IaW has in front of her. 

One of the interviewed investor groups gave me their DCF calculation sheet in which I filled 

in the blue cells with IaW’s numbers. It is a surprise to see that in this format IaW is valued 

at $133,526,- quite a bit higher than the online tools but it has to be said that I am no 

financial expert and the excel sheet hasn’t been verified by the investor.  

When comparing businesses with non-profits as IaW, the potential to make a profit seems 

more important than the net loss we are still see. 
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Conclusion: because I am only looking for an estimate, I am happy that all tools and 

formats point into the same direction of a positive market value for IaW. Even though we are 

not making profit yet, we have economical value when there is steadily growth and market 

potential.  

 

4.6.2 Social value calculation 

A complete SROI analysis outcome is not a single number or ratio, but rather a summary of 

the organisation's social and environmental value, in context, and described in monetary, 

quantitative, qualitative and narrative terms, relative to the financial investment required. 

           
                 

                   
 

 

I plan to use two methods: 

1. UK government (2009) paper exercise of the ‘Guide for Social Return on Investment’ 

2. Web tool ‘Social e-valuator™’ 
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Both the literature and the field study mentioned how complicated an SROI exercise is. 

There is no guarantee on good outcomes when the input is not good. To prevent this, an 

organisation should consider hiring an experienced consultant for assistance.  

When interviewing Marlon van Dijk from web tool the Social e-valuator™, she advises users 

to take the exercise seriously, especially the first time and consider outside experience. The 

programme has been designed by three Dutch foundations and can be found at 

www.socialevaluator.eu. Social e-valuator promises a doable exercise. Unfortunately to get 

access one is first asked to pay €250. During an interview with the director I was granted 

one month access for free. Marlon also mentioned the difference between the more scientific 

SROI approach in the UK and the more down to earth approach in the Netherlands with her 

‘social evaluator’.  

SROI has its focus on the value that the stakeholder puts on that activity. In the timeframe 

of this desk research no stakeholders’ identification process can be fulfilled therefore the 

customer survey results of the annual IaW survey will be used. 

Stakeholders are defined as people or organisations that experience change whether positive 

or negative as a result of the activity being analysed. Stakeholders here are: 

- the IaW staff (of which 25% are handicapped),  

- the NGO organisations buying water pumps and their beneficiaries, 

- the rural Cambodian families that buy a water pump directly from IaW, 

- donors 

With the guidance of the SROI guideline of UK government (2009) I received more insights 

on the social value of IaW. There are 6 stages that need to be taken: 

o Stage 1: Establishing scope and identifying stakeholders  

o Stage 2: Mapping outcomes  

o Stage 3: Evidencing outcomes and giving them a value 

o Stage 4: Establishing impact 

o Stage 5: Calculating the SROI  

o Stage 6: Reporting, using and embedding  

Fortunately Ideas at Work has done annual staff and customer surveys, besides several case 

studies. Those numbers are not perfect but in the time frame of the dissertation the existing 

information will be enough. 

The filled in impact map below was a good guide and resulted in an SROI outcome is that for 

every US$1 invested in Ideas at Work creates $3.51 of social value to her 

stakeholders. 

‘Impact investing is: How do we make 

money while making a difference?’ 

Jed Emerson 

Blended Value promoter 
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Than tool number 2: The Social e-valuator™ asks slightly different questions but presents a 

different end ratio as IaW creates only $1.91 of social value to her stakeholders for 

every US$1 invested.  

 

There are several reasons to consider but likely the most important is that some weighting of 

information is done differently in both models. It points to the need of getting an 

experienced person involved to understand the concept behind the model better. 

 

4.7 Conclusions Phase 2 

The indicative market value of Ideas at Work is currently likely between US$89,000 and 

US$133,000. The social impact ratio is between $1.91 and $3.51 per invested US dollar. The 

difference between both SROI outcomes make me believe that that external expertise is 

needed for in depth knowledge of the real value of the process. This could mean that it is 

not easy for a social entrepreneur to ‘just’ add some social indicators to his/her monthly 

report to become more aware of the impact created.  
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5. CONCLUSIONS & 
RECOMMENDATIONS 
 

 

The road to answer the research question ‘How to valuate a social enterprise?’ has been 

bumpy and rocky. It wasn’t as straight forward as I expected but it has a rewarding trip. 

 

When your goal is to know the value of a social enterprise for selling the business, as this is 

the association most people have with ‘valuation’ then the short answer is: the same 

financial valuation approach as for a commercial company. 

 

The long answer starts with an extra question: for what reason do you want to know 

the value? 

It is in the heart of the entrepreneur if his/her focus is on creating money value or on 

creating social value but I believe that after reading all the articles and books ánd 

interviewing many people that a balance between social and financial value creations is the 

best for everybody and not only the privileged few; good for the Earth/Planet, good for the 

People and in the end also good for the Profit, the 3Ps.  

 

Putting financial value on an organisation is reasonably easy when there are financial figures 

(balance sheet, profit/loss statement, cash flow) available and a business plan with future 

plans. Although even in calculating financial values, different people come up with different 

outcomes if they started with the same figures. Valuations are always subjective, both 

financial and social valuations (Lundén, 2007). Hardly any commercial company is doing 

social valuations as it is not getting a place in the total value of the organisation, at least not 

yet. 

 

It is important to prove any value statement but I find it unlikely that putting a $/₤/€-amount 

on social value will change anything for that community or society; it might actually back fire 

as a community might feel labelled. Social value might take a long time to become visible 

and many inputs of different groups can have an effect on the actual outcome and impact. 

 

All tools and models seem to be made from a donor, a foundation, a buyer or an investor’s 

perspective, not from a (social) entrepreneur’s view. They all want hard results. Having said 

this, I am also looking for hard figures in social and financial value and how it can be added 

into the total value of Ideas at Work organisation.  

It seems with the current focus on money and monetising everything, one can be ‘forced’ to 

monetise social value but with my research results I can only conclude that it will not give a 

true image. Therefore one might say “social value has no value’ as one of the interviewed 

investors argues, while others will fiercely object. But and does it mind?  

 

‘Only the man who crosses the river at 

night knows the value of light of day’.  

Chinese proverb 
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Instead of finding answers to the original research questions, more questions have come up. 

I have even been challenged to do a PhD on this topic, and who knows as this topic is not 

letting me go. 

 

Although my hesitation on putting monetary value on social impact has grown, I do believe 

that the road towards measuring this value is more valuable than the actual $/₤/€-

amount outcome. There are several models for measuring social impact but there is only one 

model that is monetising it, the Social Return on Investment (SROI) model and SROI comes 

in different varieties. Nonetheless it does not add social and financial value into one number.  

It also does not have a place on the balance sheet or the profit/loss statements of an 

organisation.  

 

I definitely believe that a (social) entrepreneur should make space for a good social value 

calculator in the Management Information System, maybe a dashboard format. Positive 

social impact might not (yet) have influence on the total company value but a negative 

impact will definitely influence the value. There are already indications that socially aware 

companies have better financial returns on the long term than full commercial companies. 

 

 

5.1 Conclusions 

The research questions for this dissertation belonging to the main question:  How to 

Valuate a Social Enterprise? were 

o Why is it important to do a valuation? 

o Can a social enterprise be valuated by only commercial valuation standards? 

o Is there a difference between commercial enterprise valuation and the valuation of a 

social enterprise? 

o What methods are suggested and proven? 

o What is the value of organisation Ideas at Work Cambodia? 

 

The conclusions are summarised below, in question and answer-format. I have added some 

more indirect conclusions at the end and conclude with a few ‘foods for thoughts’: 

 

A. Can everything be valued? 

Yes and no. 

The word ‘valuate’ or ‘valuation’ has a 100% association with ‘money’ and a person can put 

an amount on everything, even the moon. If another person shares this value, is different 

story.  

 

The realisation came to me that actually not everything can be monetised ánd should be 

monetised. Trying to put money value on a beautiful sunset is subjective and so is bringing  



 

       Angelique Smit  2012 info@ideas-at-work.org    

55 

clean water to a village; it depends on who you ask, what place they are in and how they are 

connected to this ’value’. Subjective value is very difficult to measure if not in many cases 

impossible. On the other hand it is good to try to get more insight on the impact a social 

organisation really makes. 

 

B. How to valuate a social enterprise? 

As said above the question that should be answered first is ’For what reason is the 

valuation done?’ Is it to value social or environmental impact? Or the financial value? Or 

both? For fun or for the market value?  Of selling or for buying? 

 

Many believe that the process of valuing a business is carried out only at the point of buying 

or selling a business. But valuation is a flexible tool and can have a profound effect on the 

actions of managers and entrepreneurs. Used as a business performance indicator, it can 

assist in the direction the business is heading. If the process is undertaken periodically, it can 

identify when strategy is working on a whole business perspective. 

 

However at this point in time, no single methodology exists that brings the value of the 

double/triple bottom line of a social enterprise (social and financial value) in one amount or 

in a place at their balance sheet or profit/loss statement. 

 

C. Is there no system at all to valuate a social enterprise? 

There is no silver bullet, no. A single methodology that has been widely adopted throughout 

the social and financial sector that includes social value in the total financial value of an 

organisation is a myth; at least for now. As long as valuation and monetisation is used in one 

line the market valuation of a social enterprise is not different than for a commercial 

enterprise. 

 

I believe that the blended value and shared value systems that Emerson and Porter 

are promoting is the way forward. Were the double/triple bottom line is reported we will see 

the real picture of the value of a company. Unfortunately even guru Jed Emerson thinks it 

might be two-three decades away before an acceptable system has been developed and 

accepted. There is, however, some indication that a strong social entrepreneur might be able 

to influence the total value positively with a maximum of 5%. 

 

It is clear to me that there are two types of markets: 

o the competitive market with transactions, outputs, accountability and efficiency, and 

o the social market with ideas, outcomes, social change and effectiveness. 

If those two markets can become closer together, maybe even become one, than the total 

company valuation will include the social value too. 
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The current valuation systems are kept in place by the financial world and because their 

interest is solely on economical value creation, therefore this is what is been calculated. A 

refocusing is needed from the financial valuation of businesses to a blended or shared value 

system that includes all value created by any company. In that way also the costs that 

society has of cleaning up after a polluting company leaves will be on their balance sheet. 

 

D. Is SROI the answer for impact valuation? 

Measuring impact and value is good. The question is if this exercise is the responsibility of 

the (social) entrepreneur or the person that requests this information.  

Entrepreneur should do what he/she is good at and of course collecting data to understand 

the successes or the failures is at the heart of every business. Management Information 

Systems have a place in every company and social companies should consider adding 

information that is verifying if the social goals of the organisation are reached. 

 

The SROI model is not appropriate for all organisations, because of their size or nature of 

their activities; the principles behind SROI are sound according to many experts. The real 

value according to them is, in the process of identifying and measuring outcomes that 

supported the organisation’s mission and activities. As the process is difficult and complex it 

could be a good discipline for all organisations to embed the principles of SROI in their 

indicators for setting their goals and review their activities (Wood & Leighton-2010). 

 

Any model for analysing data is subject to interpretation. Tuan (2008) warned for three 

important pitfalls when using the SROI model: 

1. The lure of false precision: In reviewing all the detailed and sometimes quite 

complicated methodologies, it can be easy to be convinced of the certainty of the 

results of these seemingly precise calculations.  

2. The desire for a silver bullet: It is tempting to focus on a single numeric to indicate 

whether an investment is successful or not. However, social value metrics should be 

interpreted in their greater context in order to make the best investment decisions.  

3. The risk of cherry-picking: Cost-benefit metrics may overwhelmingly indicate that one 

intervention should be favoured over another. Yet sometimes the problems that are 

the most cost-effective to solve do not end up focusing on the neediest or hardest to 

serve populations.  

 

‘We are in the middle of an evolution 

towards Blended Value’ 

Jed Emerson 

international thought leader on impact 
investing 
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Without high quality data, any results will be based on one assumption after another. If the 

social sector is interested in creating more precise, meaningful approaches to measuring 

and/or estimating social value, foundations and investors will need to invest in increasing the 

quality. 

 

E. Can social enterprises make us look different at valuations? 

Only when social value can be brought into the standard financial valuation methods and 

thereby showing the economic benefit to investors or buyers, social value creation will gain 

more interest. Through all the discussions and interviews some ideas have come up that 

have been food for thought for new discussions. The three most interesting ideas are listed 

below but they need much more discussion in a wider community: 

a) risk reduction of social enterprise is greater than of a commercial company 

(Bartholomew Huizinga-2012) 

 

b) discount rates could be valuated differently in social companies (Geoff Mulgan- 

2010) 
 

c) social credits used in a similar way as carbon credits are used (David Maher-2010) 

ad a. One approach a social enterprise can take would be to argue or rationalise a lower 

rate of return. The rate of return required by an investor is also a gauge of the relative risk 

of the business. The higher the risk, the higher the required rate of return.  

Most social enterprises take great care when it comes to employer/employee relations, 

community impact, compliance, and environmental matters because their name and brand is 

very important to them - partly because they know it makes for good business and partly 

because the consequences of failure are greater for the social enterprise and the community 

than they are for regular commercial businesses. This extra care reduces the risk of the 

organisation, which in turn reduces the required rate of return for an investor. 

Example:  

Fresh Start Catering is a fictional social enterprise whose mission is to train ex-
convicts in the culinary arts once they’re released from prison. Fresh Start will hire 
and train them provided they show up to work every day and at the end of one 
year, will help them find employment in the hospitality industry. Fresh Start 
generates about $50,000 in after tax income and is able to successfully train 10 
ex-convicts during the year. Statistics obtained from the Ministry of Interior show 
that at least 3 out of 10 will normally find themselves back in prison within one 
year and will stay there for another year, which means that the social impact per 
year of Fresh Start is 3 ex-convicts per year. Those statistics also show that the 
Ministry spends $178 per inmate per day; therefore we can calculate the social 
impact created by Fresh Start is $195,000 ($178/day x 365 days/year x 3 
convicts).  
Accordingly, Fresh Start creates $50,000 in financial value and $195,000 in social 
value—a combined value of $245,000. 
Using our current DCF valuation model, an investor would be willing to pay up to 
$50,000, discounted down to the desired rate of return for the investor. If the 
investor requires a rate of return of 15%, they might pay $43,500. The investor 
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would likely ignore the social value because the value created does not flow to the 
investor; it flows to the Ministry of Interior, which realizes the savings.  
If the social enterprise can convince the investor that an 12% rate of return is 
appropriate based on the lower risk rating, this would automatically increase the 
enterprise’s value from $43,500 to $44,600, an increase of about 2.5%. This is 
not significant for one year, but if Fresh Start creates $50,000 in financial value 
every year in perpetuity, this causes the valuation to jump from $333,000 to 
$416,000, an increase of 25%.  

 

ad b. Just as Gross Domestic Product is not the best measure of a nation’s well-being, 

neither is using the DCF model the best indication of an organisation’s value. The reason 

they are so widely used is that they are easy to calculate and easy to compare. 

In predictions of commercial returns on investment, businesspeople use discount rates to 

account for the assumption that a given amount of money will be worth less in the future 

than it is in the present.  

Example:  

With a 5% discount rate, for example, $100 of today’s money will be worth only 
$35.85 in 30 years, and only $7.69 in 50 years.  

 

Many current measures of social value, such as SROI, likewise use commercial discount 

rates, perhaps because of a mistaken belief that treating social discount rates as equal to 

commercial ones will make social value metrics seem more rigorous. Furthermore it’s not 

clear why social organisations should use commercial discount rates, especially as these 

rates radically devalue the future. We should hope that the people give greater weight to the 

interests of future generations than do commercial markets. A closer analysis of discount 

rates suggests that they do. In health, many countries apply a very low or zero discount 

rate, on the grounds that younger generations should not be disadvantaged relative to older 

ones. Governments ignore discount rates when investing in education and defence 

technologies. And in climate change policy, a furious debate has raged about what discount 

rates to apply, again in part a moral argument about how to weigh the needs of future 

generations against the needs of current ones.  

ad c: Corporate Social Responsibility budgets could buy into Social Credits if NGOs and social 

companies can quantify social return they generate. They could be bundled in social credit 

quantifications of such impacts. 

 

F. Who get the benefits of the value created by social enterprises? 

When social value creation does not have a place in the total company value it takes another 

type of entrepreneur to fill the gaps that commercial businesses are not filling: an 

entrepreneur who is not looking for profit maximisation. Particular in developed countries 

society and governments benefit most of the success of social entrepreneurs. Less 

hospitalisation, more education, higher self-esteem, less prison relapse, more income and 

independency or a decrease in carbon pollution are examples were a social company might 

assist in these changes but will not get the financial benefits.  
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G. Social enterprise business model 

‘Social business is nothing more than one of many types of models, and it may or may not 

be appropriate in a given situation, problem, or market challenge but it is addressing 

solutions to problems commercial entrepreneurs are not fulfilling’ (Yunus-2007). 

A true social entrepreneur chooses to solve a problem first. Then he/she experiments with 

business models to eventually identify the quickest and most intelligent road to impact in 

his/her eyes. Some social entrepreneurs will become more commercial if that benefits their 

goal, others might become or stay more hybrid.  

 

H. Valuation of Ideas at Work 

From two business valuation web tools and the calculation method of a social investor the 

financial or market value of Ideas at Work is currently likely between US$89,000 and 

US$133,000.  

The social impact is more difficult to calculate as both measurements give a different 

outcome. Ideas at Work adds social value to its stakeholders of between $1.91 and $3.51 

per invested US dollar. This could mean that it is not easy for a social entrepreneur to ‘just’ 

add some social indicators to his/her monthly report for becoming aware of the impact 

created. 

 

5.2 Recommendations 

When Ideas at Work is interested in finding the exact financial and/or social value external 

expertise is needed. Impact need to be verifiable and therefore a solid calculation system is 

needed and understood. 

What can social entrepreneurs do themselves? Recognise the importance of the 

knowledge of the social and financial impact that your organisation makes. Hereunder six 

recommendations that a social entrepreneurs should consider: 

a. Find balance in the social and the financial value creation of the organisation. 

 

b. Be able to market your social value through evidence based impact. This can 

generate income, understanding from the public besides the possibility of a higher 

total company value.  

 

c. Be strong in promoting both financial and social values to all that ask for it and in 

particular the financial people. There are examples that a strong social entrepreneur 

might get 5% extra total value by convincing a potential buyer/investor a strong 

social/financial link.  
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d. Add extra social indicators to the monthly KPIs. Social Key Performance Indicators 

(SKPI) are measures of whether you are doing the most good you can with the 

resources you have. Extra advice of S. Olsen (2009): 

i. Ensure another party can understand your logic and find your data source  

o Saves staff time in future 

o Increases institutional memory 

o Builds credibility 

ii. Interpret & Integrate 

o If it’s good, emphasize it 

o If it’s mediocre, improve it 

o If it’s bad, reallocate resources  

 

Hunter Boll, the chair of Acumen Fund investment committee, encourages not to get too 

carried away. He said “to think about a handful of metrics that really drive company 

performance, and to look at them quarterly. Any data we collect needed to inform a decision, 

he says. If we were not using the information to make a decision then we should rethink the 

value of collecting the data”. 

e. Investors in social enterprises need to understand that when profit maximisation is 

not the focus of the social entrepreneur, it also should not be the focus of the 

investor. Creating social value should be at a same level as creating economic value. 

 

f. Social investment companies can offer entrepreneurs the chance to scale up their 

impact tremendously, but it can also lead to unintended consequences, such as a 

change in strategic direction, a divergence from the original values and mission of 

the enterprise, a distancing from direct engagement with the community it is 

serving, or a loss of control over the organisational culture. Given this, the need for 

social entrepreneurs to know their business and their company value is increasing. 

(read: Schwab Foundation - The Social Investment Manual, An Introduction for 

Social Entrepreneurs. 2011) 

 

Before a social entrepreneur considers working with (social) investors he/she needs to be 

aware of the investment fit and the similar and agreed social values. Maybe investors are not 

the right choice therefore the Schwab foundation has designed these two classifications 

below (figure 2 - classification of available financing instruments and figure 3- investment 

fit):  
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Figure 15: Valuation for Dummies p 123  
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6. IMPLEMENTATION of 

NEXT STEPS 
 
 
The next step for Ideas at Work (IaW) is to decide for what reason a valuation is required. 

When serious financial and/or social valuation of IaW is expected and not an estimate that 

this research has achieved, the management needs an active approach in contracting 

external assistance and training. Especially the first time this valuation is done a professional 

should take the lead in the exercise. 

 

IaW Cambodia’s goal is to Cambodianise and become independent from donor money. 

Sustainability and break-even level is expected at the end of 2012 after which the Dutch IaW 

foundation wants to withdraw from IaW Cambodia. The goal in not selling the company or 

obtaining investors, at least not yet but the shares of IaW Netherlands will be divided among 

long term staff.  

The next steps are cooperating with this goal: 

1 Discussion on the need for professional valuation or 

accept the estimate model of this thesis 

May-Jul 2012 

2 Agree on the value of IaW Sep 2012 

3 Rewrite rules and regulations IaW and position of each 

shareholder 

Sep-Dec 2012 

4 Add social performance indications to IaW monthly 

management information system. 

Sep-Dec 2012 

5 Sign company handover at Ministry of Commerce Dec 2012 

 

ACTION needed from IaW directors in discussion with the IaW Management team 

 

COSTS: 

Financial valuation expertise costs: 

 Rotterdam School of Management/Erasmus University offers a thorough training 

course to business valuator, a 14 month training at € 19.500 (excl. BTW 19%) 

 

 Online Business Valuation Appraisals can be found for around US$400-600 while the 

small and medium business branch group ‘MKB Netherlands’ offers similar self-service 

for € 773,50 including a meeting with a MKB Adviser (www.mkbservicedesk.nl/ 

4284/wat-jouw-bedrijf-waard.htm).  

 

 In the United States a valuation service would costs $3,000 to $10,000 for small 

company up to $35,000 for large and comprehensive organisation. 

‘Gross National Happiness’ is more 

important that ‘Gross National 

Product’.  

Jigme Singye Wangchuck, 
Former King of Bhutan  

http://www.google.nl/url?sa=t&rct=j&q=cost%20of%20valuation%20a%20small%20company&source=web&cd=15&ved=0CGUQFjAEOAo&url=http%3A%2F%2Fwww.onlinebusinessappraisal.com%2F&ei=IhNVT-OJMrK10QW6xOjYCw&usg=AFQjCNGKY42YbdOgbz8wQFrmx9RgdCfFtQ
http://en.wikipedia.org/wiki/Jigme_Singye_Wangchuck


 

       Angelique Smit  2012 info@ideas-at-work.org    

63 

Social valuation expertise costs: 

The SRIO network 
www.thesroinetwork.org/training/practitioner 

Including VAT 

2-Day SROI Training £700 

 
 

Scholten & Franssen 
www.blendedvaluetools.com 

Including VAT 

E-learning SROI + helpdesk € 450 

Analyzing support From € 250 

 
 

Alleato 
www.alleatio.nl/ons_werk/trainingen/training_sroi 

Including VAT 

1-day SROI training € 750 pp 

 
 

NEF 
www.nef-consulting.co.uk/ services/sroi-training/ 
 

Including VAT 

2-Day SROI Training  £690 

1-Day SROI Masterclass  £330 

 

 

The cost benefit lays in the fact that when IaW has done and is capable of doing a 

professional valuation the organisation will become a stronger partner to financial and social 

investors. However, if a social entrepreneur only is able to negotiate 5% extra to the total 

company value at the very best than the benefit for IaW will be between a maximum of 

US$6650,- minus the cost of the contracted expertise. 

 

  

http://www.blendedvaluetools.com/
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